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Defence With Tears 


ens trade deficit is not removing itself while the politicians 

are on holiday. The gap between imports and exports was bigger 
last month than in May and only moderately less than the fantastically 
large gap in June. In July alone the deficit on visible trade was as 
great as that for the whole second half of 1950. The country is left 
to go on living happily beyond its income, and the task it will 
eventually have to face grows more disturbing. Three times in six 
years Mr Attlee’s Goverment has had to coliect its courage and 
recognise that the only way to get out of economic. difficulties was 
temporarily to reduce the standard of living of the British people. The 
first two occasions followed the crises of 1947 and 1949, and the third 
was this year’s Budget. But this time the resolution to do something 
about it has faded even more quickly and more disastrously than before. 


The situation in April was simple enough. The economic policies 
of 1950 could not provide in 1951 the extra armaments necessary 
for national security and the extra exports necessary for national 
solvency. Therefore Mr Gaitskell had to make room for these things 
by cutting other things, To put the point with formal correctness: the 
total of domestic civilian spending—Government and private, for con- 
sumption and for investment—had to be reduced in real terms. 
Bluntly, the practical meaning was that solvency and security must be 
provided out of the mouths and off the backs of the British people. 


All the complexities of current economic discussion turn on this 
simple proposition. It was implicit in the Budget and occasional lip- 
service is still paid to it, though in the recent economic debate Mr 
Gaitskell himself would not go even so far. In a curiously contorted 
passage he argued that rearmament affected the consumer only to the 
small extent to which taxes had been increased ; he denied that his 
policy had ever been to let higher prices restrict consumption. But if 
this was not the basis of the Budget, what was ? According to the 
Economic Survey, there would this year be rather fewer goods for 
civilians to consume than there were last year. But money incomes 
would unquestionably be bigger—if only because of the rises in wages 
—and the Budget raised taxes very little. Plainly, therefore, consumip- 
tion would be held in check only if prices rose and reduced the real 
value of money incomes. Without this assumption the Budget would 
have made no sense at all. . 


It is easy enough to see why, politically, the Chancellor has changed 
his tune: Mr Bevan and his friends have said that rearmament will 
hurt the British worker. The Government is commendably deter- 
mined to stick to the rearmament programme, but it dare not seem to 
care less than Mr Bevan does for the living standards of its trade 
union constituents. And therefore it will no longer admit that con- 
sumption must suffer, that security has a real price. Its slogan has 
become “ Defence and Bevan too.” Mr Bevan says that because 


rearmament hurts, it cannot be necessary; by contrast, Ministers 





378 


are compelled to argue that since they are in favour of 
rearmament it cannet hurt. But if. rearmament is not 
matched by a check to civilian spending, it will inevitably 
be matched by a check to exports. If consumption is too 
high, exports will be too low. That is what is happening 
now, and it will continue. There is some hope, it is true, 
that in the second half of the year many people will save 
a somewhat bigger proportion of their incomes than they 
saved in the first half. But the difference, if it materialises 
at all, will be much smaller than the extra purchasing 
power now being acquired by wage increases. While the 
Government does nothing about it, the country will con- 
tinue to live better than it can for long afford. 


In the short run Mr Attlee and his colleagues can no 
doubt succeed in this appeasement of Mr Bevan’s poten- 
tial supporters. Labour party conferences do not pay 
close attention to the export returns. This Government 
bas by now plenty of experience in storing up troubles 
for the future, and it may be pointless to ask them to 
reflect on the political morality of what they are doing. 


They might, however, notice that at the pace things are 


going a balance-of-payments crisis, compelling them to - 


impose far fiercer cuts than those they now shrink from, 
is likely to come quite soon. 

The way to avoid such a crisis is as obvious from the 
economic point of view as it is difficult politically. The 
first requirement is openly to face the necessity for cut- 
ting the consumption of the general public. Nobody, of 
course, likes cutting the standard of living now, any more 
than in wartime. But everybody can see the necessity in 
wartime, and the present necessity, though much smaller 
in scale, is of exactly the same kind. 


The other requirement is to impose the necessary 
reduction directly. It is true that other desirable 
measures would have indirect effects on consumption. 
Thus higher interest rates and tighter credit would put a 
useful check on investment and therefore, at one remove, 
on consumption. Reductions in Government expendi- 
ture for purposes that absorb real resources—expen- 
diture, for example, on the health service and on 
administration generally—would help. But neither of 
these measures could, in practice, have a large effect 
quickly. The classical way to reduce consumption is by 
increasing the burden of taxes. In a country already 
as overtaxed as Britain this would not be easy. Certainly, 
there is very little to be done by further “ taxing the 
rich ”—firstly, because “the rich” no longer consume 
enough to make much difference (to tax all income over 
£2,000 a year at 20s. in the { would only bring in an 
extra {62 million); and secondly, because “ the rich,” 
if taxed more heavily, whether by income tax, surtax or 
capital levy, will respond, not by consuming less, but by 
saving less or drawing on capital. 


If consumption is to be cut by taxes, it must be by 
indirect taxes, which do not discourage men from work- 
ing hard, and which penalise spending, not saving. Such 
extra taxes cannot, of course, be confined to luxury 
goods ; the revenue would be as trifling as that from a 
+higher surtax. Adequate indirect taxes would have to 
fall on articles that are widely used. They would have to 
restrict the consumption of, say, utility as well as non- 
utility clothing, of cheap furniture as well as expensive 
motor-cars. Such measures would have more merit than 
most. But they would also push the finances of the 
welfare state to their final absurdity. For what is the 
point of taxing more things that everyone uses when a 
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tenth of all the Government's expenditure consist; of 
negative taxes on other things that everyone uses > T,. 
negative taxes are, of course, the food subsidies 
those and by the housing subsidies, together with the 
rent control that the housing subsidies suppori, the Goy. 
ernment encourages consumption. To remove those sy. 
sidies, Or at any rate greatly to reduce them. woulg not 
force anyone to eat less food and it would not compel 
many people to make do with a smaller house - j; would, 
by making people face the true economic cost of fog) 
and of house-room, leave them with less money to spenj 
on other things. 

There is no new economic wisdom in this Proposal 
The old common-sense unfortunately needs repeating 
When a small but widespread cut in consumption is the 
necessary way to economic health, it is silly to go m 
supplying the two largest items of consumption expend. 
ture below cost. To cut the subsidies and to let rents 
become less ridiculously uneconomic is the simple, direct 
way by which the Government can take money out of 
people’s pockets without encouraging them to stop work 
ing. It is also the most just way, provided that, for every 
£4 saved on the subsidies, about £1 is spent on meeting 
the cases of real hardship, by means of larger family 
allowances and national assistance. 


* 


If the simple thing cannot be done, one can only con- 
clude that the welfare economy has become so tied up in 
its own complexities and rigidities that nothing effective 
ever will be done this side of economic disaster fer 
Britain. The Labour party will no doubt stick to the 
stock answers that have become traditional to it ; there 
is no point in cutting the subsidies, because wages would 
immediately rise to offset the rise in prices. It hes never 
been clear why a reduction in subsidies should necessanly 
have this result while the unions are supposed to tolerate 
quietly an increase in indirect taxation, which- Socialist 
Chancellors have several times imposed manfully since 
the war and which has precisely the same economic effect 
in raising prices. Least of all is it clear why the party 
that believes in economic planning should be so insistent 
that planning can exist only by. the grace of the unions, 
and that the unions will not have it. If that is true, every- 
one would be wise to recognise now, rather than later, 
that full employment is something democratic socictits 
cannot maintain. But there is no good reason for thinking 
it true. Certainly the sensible course is to experimen 
hopefully. No one can pretend to know how far wages 
will in any case rise if the economy is allowed to drift 
on as it is. Whatever the unions thought, cutting the 
subsidies would initially, before wages caught up with 
prices, administer some check to inflation ; there 1s # 
least a chance that its effect in reducing the inflationary 
pressure ‘would outweigh its effect on prices and that 
would therefore, on balance, moderate further mses ® 
wages (and therefore, at the second stage, in prices). _ 

The real point is not that the unions make economk = 
realism impossible. It is that the possibility o! an cat! 
election makes resolute action to cut consumption polit 
cally impossible for any patty. The moral to be draw 
by an honest statesman is surely not that the country sgh 
somehow get along without a Government + apable 
formulating a policy for its welfare. It is that «ere ove! 
to be a Government with a more secure majorly, white 
ever its party. The only way to get that is 10 bat? 
general election. 
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Raw Deal 


RITING in nine years’ time, a Winston Churchill 
might conceivably look back on 1951 in eastern 


\sia. as another 1942, as the period in which the hinge 


of fate is swinging over, slowly but perhaps decisively. 
in Malaya, as in Korea and Indo-China, the Communists 
have ceased to have things quite so much their own way. 
Fven if the Kaesong talks break down and there is 
another period of gruelling warfare in Korea with no 
clear vision of victory at the end, the Americans and 
their Allies now know that they cannot be beaten. Even 
ff General de Lattre in Vietnam is faced with a new 
wave of guerrilla warfare when the weather clears in 
October, he now knows he can smash any massed Viet- 
minh attack that is not supported by substantial Chinese 
“volunteers.” Likewise in Malaya, even if the emer- 
gency drags on into next year and after—as it is quite 
certain to do in some form—there are now sound 
reasons for believing that, granted no major setback 
against the Communists elsewhere in southern or eastern 
Asia, the worst is Over. 


None of these successes, however, permits the slightest 
relaxation of effort at this stage. And in Malaya, so far 
from becoming simpler, the struggle is becoming more 
complex with every month that passes. For this rich 
and crucial territory is now beset with economic prob- 
lems almost as special in character as those of the 
political and military battle which has been raging 
against the Communists since June, 1948. Malaya has 
been hit hard by an inflation of prosperity. With rubber 
production in the first half of this year actually lower 
than in the same period of 1950, there has been a 
fantastically favourable trade balance of £115 million. 
This is over ten times the comparable figure of {11 
million for the first half of 1950 and slightly. exceeds 
the previous record of £113 million in the second half 
of last year. This flood of prosperity has been due to 
an average price of top-grade rubber over the first six 
months of this year of 4s. 9d. per lb—ranging from 6s. 
in February to 3s. 8d. now—compared with an average 
ot Is. 75d. in the first half of last year. In the same 
period tin has been up to £1,600 per ton and back to 
{850 today. The result has been an inflation which 
has pushed the note issue up from Malayan $402 mil- 
lion to M$700. million, which has sent the costs of rubber 
production soaring, and which above all has created dan- 
gtrous political and economic problems of readjustment 
asthe tide of export prices ebbs. 


Inside Malaya the problem is to make the economy 
flexible enough to cope with such violent price move- 
ments. In external relations, the questions which now 
demand clear thinking are the position of Malaya in the 
sterling area and American policy on the price of rubber 
and tin. To take the estates first, the present position 
is that rubber costs somewhere in the region of 2s. per- 
lb to produce and sells at an average over all grades of 
‘lightly more than 3s. 3d. There is thus still a sub- 
‘tantial profit and some leeway before constantly rising 
ey meet the now falling trend of rubber prices. But 
me margin is not great, since labour represents about 
/0 per cent of the production cost and wages go up but 
‘eldom down. Under an arbitration award in May, 


backdated to January and. made between the Malayan 
ing Industries Employers’ Association and the Pan- 


Plant 
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in Malaya 


Malayan Rubber Workers Union, the basic wage was 
increased and to it was added a three-tiered “ prosperity 
factor ”” assessed according to the price of No. 1 rubber 
during the previous quarter. If the price. of rubber 
should again rise above 5s. 10d. per lb or drop below 
2s. 4d. there are to be fresh negotiations. It is doubtful, 
however, whether organised labour would accept reduc- 
tions even under this award if the cost. of living rose 
much further, and it is certain that attempts to bring 
wages down, whether legally justified or not, would play 
into the hands of Communist propagandists. 


* 


In spite of the current boom, therefore, the prosperity 
of Malaya’s major industry is built on brittle foundations, 
and the vital task of the Federal Government at Kuala 
Lumpur is to bend its economic policy towards reducing 
the inflationary pressure in every way possible. To its 
credit goes a scheme, recently introduced at an initial 
cost of £175,000, for establishing a chain of co-operative 
stores in order to make retail distribution more competi- 
tive. But the real scope of government action is naturally 
wider. Much depends on reducing government capital 
spending for purposes other than the emergency—as the 
Financial Secretary has publicly acknowledged—on 
avoiding excessive contract prices, and on pitching taxa- 
tion at a level which, while mopping up excess purchas- 
ing power, will avoid being in itself inflationary. In this 
connection, long and sometimes heated discussions have 
been taking place for several months about schemes for 
averaging out the earnings of rubber and tin producers, 
by freezing part of the proceeds of their sales in good 
years and releasing these funds from a central pool in bad 
years. If introduced as an export tax, the idea would 
closely affect the many Malay and Chinese smallholders 
since the bulk of them lie outside the scope of income 
tax. Along with the wages of employed labour, their 
earnings, which have lately been much higher than in 
the previous period, have contributed markedly to the 
inflation. The trouble has been that, as with almost all 
commodity equalisation proposals, sharp resistance was 
at first put up by the producers and the moment for 
beginning any such scheme has been lost. In tin, the 
Federal government in fact announced abandonment of 
its efforts a week ago. In rubber, the smallholders’ repre- 
sentatives eventually accepted the idea in principle at the 
end of July ; but it is now too late to do much from the 
point of view of combating inflation, since the damage 
is already done and current earnings, which depend 
largely on the sales of poorer grade rubber, have now 
fallen off considerably. Indeed, with the still rising cost 
of living, any scheme to cut earnings back at this stage 
would risk provoking a most undesirable political oppo- 
sition, 

At the same time, one of the biggest problems facing 
Malaya during the coming decade will be the replanting 
of the smallholders’ rubber trees, most of which are all 
growing obsolescent together, since they were planted 
some thirty years ago when the wave of rubber-growing 
first hit Malaya. A secondary object of the plan for 
freezing earnings had been to provide a fund to pay for 
this replanting, and, whether the original scheme goes 
through or not, this is still a crying need—«s was recog- 
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nised last weeek in the submission to the Government 
by the Rubber Producers’ Council of a draft scheme for 
financing smallholders’ replanting as an alternative to the 
proposals for freezing earnings. 


In the long run the eclipse of Communism in Malaya 
depends as much on maintaining a healthy economy as 
on defeating the guerrillas by military action and-a pro- 
"gressive political policy there today. This eclipse is an 
interest of the whole free world and fully as much 
that of America as of Britain. At the moment neither 
is treating Malaya: with adequate justice in the matter of 
economic policy. Malaya’s inflation has been greatly 
accentuated by the shortage of consumer goods. The 
rade surplus has been piled up in sterling assets and 
not released either for spending in Britain or for transfer 
into dollars. The fault in Britain lies in the Treasury’s 
departmental tendency to regard Malaya too much as a 
dependency, which can be ordered from Whitehall to 
deposit a very high proportion of its dollars against 
sterling balances in London and without sufficient 
regard to the effects in Malaya. In reality Malaya has 
a great deal of initiative in the matter, although it toes 
the line so far as it can. On the other hand, if Britain 
cannot supply the consumer and indeed capital goods 
which Malaya needs to meet inflation, the policy of 
surrendering dollars in conformity with sterling area re- 
quirements will be self-defeating if carried too far. It 
will prevent stability in the Malayan economy and play 
into the hands of the Communists. 


* 


For America, Malaya represents just that awkward 
little problem which is inherent in the assumption of 
world leadership and world responsibilities. And if the 
reason why Americans should take on these commit- 
ments is that they are necessary to the safety of the 
United States, then it follows that due importance should 
be attached to the needs of foreign policy against the 
requirements of industrial mobilisation at home. The 
price of rubber, which is crucial to the prosperity of 
Malaya, depends very largely on American demand. 
American purchases, since April last, have been very 
much reduced, US synthetic production has been 
stepped up to around 900,000 tons a year, and private 
industrialists in the United States are severely restricted 
by law in the amounts of natural rubber that they may 
use. The result is that, when present rubber stockpiling 
ends, an appreciable fall in the price of rubber is 
expected, and the prospects of future American demand 
are very uncertain. Nor has the position in tin been very 
much better. Disagreement earlier this year between 
London and Washington on the inclusion of tin in the 
metals to be discussed by the International Materials 
Conference, was followed by American action forcing 
down the price from over 180 cents to 103 cents per Ib 
in a matter of weeks. 

These tactics are unrealistic on the part of the United 
States, since they jeopardise the future not only of 
Malaya but of all South East Asia in the struggle against 
Communism. Washington is now spending a great deal 
on and to Indo-China and to the rest of South East Asia. 
But there is a jagged hole in its policy so long as no better 
arrangements can be made for buying Malaya’s two vital 
commodities than a headlong rush at one moment and an 
almost complete standstill the next. In addition, if the 
United States wants countries to stop trading with the 
enemy, whatever the cost to their long-term interests in 


peacetime-—and, on top of the loss of earnings thr, 
the price fall, Singapore is already losing entrepot M | 
to. Indonesia—full consideration should be given ; 
return to those who depend for a living on doing bes 
ness with America. As was pointed out to M; Dea | 
on his recent fact-finding visit to Malaya, these probl 2 
should stand higher than they do on the list of questag 
where greater o-American co-operation js required 


Now that the long and bitter battle is swinging ; 
favour of the British forces, Malaya is more worth hep. 
ing than at any time in the past. It is too early by. 
predict any decisive and final defeat of the Communiy 
guerrillas, but recent mews suggests thar Conditions 
should be distinctly better the end of the yeq 
Although the Briggs plan is behind schedule, more thay 
half the Chinese squatters haye now been resettle 
—280,000, leaving 160,000 still to be dealt with 
More information on guerrilla movements is coming in 
and more guerrillas are being shot ; their morale js going 
down, as the food denial campaign, begun in Johore ip 
June, takes effect. On the political ‘plane, the great 
questions of Malaya’s ultimate status are still unsettled 
and it is well that they should be, at least until the 
country has had a period of calm and normality. By 
definite progress is being made towards self-governmen 
within the present constitutional framework, even if this 
progress is slow. All these events in Malaya are quite a 
important to the struggle against Communism in Asi: 
as those in Indo-China. If either territory collapsed, the 
effect would equally be disastrous throughout South 
East Asia. It would be folly on the part of the leaders 
of the free world te do anything now, for either economic 
or political reasons, which would prejudice the great and 
gallant efforts made in Malaya during the past thre 
years. 


St 18, 196) 
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A New Epoch 


A new epoch seems to have dawned on the world. 
Never before were all the elements of social happiness 
so abundant and apparently so assured. Men seem 10 
have no other desire but, by trade, to serve one another. . . 
In increasing population, extending trade, advancing 
navigation, improving agriculture, and well-ordered 
finances, our country possesses more means of happiness 
and strength than perhaps were ever before vouchsafed t 
any nation. All these great improvements, contrary 10 
one long-accredited theory, happily for us, and confirming 
our best hopes, accompany a rapid increase of the people: 
and totally contrary to another and very prevalent theory, 
all these improvements are connected with and grow from 
our town population. They do not spring from the wilds 
of Connemara, nor from the Arcadian vales of the South 
and West of England—not from the old population of 
our rural hamlets, but from the new population of our 
cities, from amidst the whirl of spindles and the hissing 
of engines. ... We cannot, however, refer to our great 
present prosperity without reminding our readers that 1 
requires as much care to preserve as to acquire ; and 0 
this world of change, preservation means continual im 
provement. To rest self-satisfied is to doom ourselves 1 
decay. ... That our prosperity may be as permanenl and 
progressive as it is now striking and grand, we must 
deserve to be prosperous. 


The Cronomist 
August 16, 1851 























TT Be Freer Dass TFT FP a aS 


a Se DS 


Pe a 


one 
ne 


it 





\t 





ONOMEIST, August 18, 1951 


rHt 


Eye-Witnesses 


ALF the battle in Korea was won when it was estab- 
(ished within the first week who had begun it. If 
United Nations observers had not been present to report 
what they had seen all along the frontier of the two 
Koreas between June 9 and 23, 1950, the Communist 
insistence that Americans and South Koreans had begun 
the fighting would have been less effectively answered 
after June 25. What frustrated the aggressor then might 
well frustrate him again, and a world desperately in need 
of peace would do well to examine and adopt every tech- 
nique which offers hope of making war less likely. In the 
last three years the stationing of trained observers, drawn 
from many nations, along threatened frontiers and in dis- 
puted territories has been developed as a wholly new 
technique of this kind. 

Such observers ate hardly needed where the threat 
to peace takes the form of a full-scale attack by a major 
power. A chain of United Nations observation posts 
along the Elbe would neither deter the Politburo from 
ordering the Red Army to march, nor would it be needed 
to show the world where the blame for a conflict in this 
area lay. But in the immediate future a major war is 
more likely to begin in a less direct way. It might result 
from the extension of a relatively small conflict at a point 
of friction between the Communist and the free worlds, 
or from the use of one of Russia’s satellites to stage 
another aggression by proxy on the model of Korea. In 
either of these cases there is much to be gained from the 
presence at the danger point of a group of men capable of 
evaluating signs of military preparation, experienced in 
making objective reports, and drawn from so many dif- 
ferent nations that their joint verdict could not be dis- 
missed as a partisan view—except of course by the Com- 
munists and their friends, who will dismiss anything. It 
would be too much to hope that the presence of observers 
would actually prevent an aggression that had been 
deliberately decided upon—though on occasion it might 
do so. The real purpose that observers can serve is to 
prevent any division of opinion, based upon conflicting 
versions of the facts, in the free countries and therefore 


/ to encourage them to present a united front against the 


sewer Thus they would indirectly have a deterrent 
erect. : 

The value of having observers on the spot can be seen 
from the record of the observers already stationed in 
five troubled areas in and Asia. These men— 
most of them military officers with considerable experi- 
ence of battle—have carried out their duties in remote 
and inhospitable areas with little public recognition. The 
scale of their work is indicated by the fact that at one 


time 594 of them were in the field at the same moment ; . 


and their experiences provide a number of important 
lessons for the future. 

_ The United Nations observer system is a compara- 
lely recent, and in some respects almost accidental, 
development. No mention of observers will be found in 
the UN Charter, and not until the third year of the 


organisation’s life did the first of them take up their 


duties. By then the United Nations had already experi- 


discovered its limitations. The General Assembly of 
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of Aggression 


1947 broke new ground by setting up a Special Com- 
mittee on the Balkans, not to collect facts, but to observe 








UN Perrsonnet In DANGER AREAS 
Observation Personnel in 
Work Area in 1950 
Began (before 
In Korean War) 
SNUG do ek wk oss cus January, 1948 76 
PRIN eiig os 0s cic June, 1948 136 
Indonesia........... July, 1948 68 
eee Fe ere e February, 1949 635 
WO s Ss ca oe cee May, 1950 22 
POU 6 Kcenke Keane ives 565 


continuously the extent to which the Balkan nations 
complied with the Assembly’s recommendations. During 
1948 this committee established observation posts, 
manned by American, British, Brazilian, Chinese, Dutch, 
French and Mexican officers and civilians, in six sectors 
of the northern frontier of Greece. Since that time, 
they have covered the battlefields right up to the 
frontier, and several have been wounded by Communist 
fire. Their scope has been limited by the refusal of 
Albania, Bulgaria and Jugoslavia to admit any United 
Nations officials to their territory, but that refusal in 
itself cast revealing light on the Communist govern- 
ments’ claim that Greece was to blame for all friction 
along the border. No spokesman for the United Nations 
would claim that the observers have turned the tide in 
Greece ; but Mr Dulles has expressed the American 
Government’s belief that their activity greatly diminished 
the aid which the Communist nations would otherwise 
have given to the Greek rebels. 


* 


In the case of Palestine it was only after two periods of 
full-scale hostilities that the United Nations empowered 
its mediator, Count Bernadotte, to form small interna- 
tional teams to observe the execution of truce agreements. 
Several of these men lost their lives at the hands of both 
Arabs and Jews, and it was not until-the beginning of 
1949 that Dr Bunche was able to establish a workable 
system of United Nations observation along the armis- 
tice lines on which he had secured agreement. This 
system is still in operation, with the more or less willing 
co-operation of both Israel and the Arab states, and the 
presence of the UN teams has greatly limited the number 
and scale of conflicts along the armistice lines. 


In spite of these experiences the United Nations has 
been reluctant to create observer systems in good 
time in other areas. In Indonesia a year elapsed 
between the first call for a cease-fire and the inauguration 
of a system of observation’; and even then the local Good 
Offices Committee had to rely almost entirely on its own 
resources until the closing stages of the conflict. A similar 
delay occurred in the case of Kashmir, where, however, 
United Nations observers have now been continuously 
at work for over two years. And it is of particular interest 
that in Korea, although a commission had been sent to 
the country in 1948, it was not until May, 1950, 
that the first military observers for service along the 

8th parallel reached Seoul. Dramatically enough, 
sede officers completed their first comprehensive inspec- 
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tion of the frontier only a few hours before the North 
Koreans attacked ; their reports completely exploded 
the Communist claim that the Southerners had been the 
aggressors. But they were too few, and had arrived too 
late, to test the validity of the South Korean Govern- 
ment’s belief that their presence would have a deterrent 
effect on the North. 


United Nations observers have never, in fact, suc- 
ceeded in preventing hostilities from breaking out ; but 
this is hardly surprising, as they have only once been sent 
to a danger area before the fighting started, and even that 
one instance, as has been seen, was a matter of “ too little 
and too late.” They have, however, substantially limited 
the scale of the conflicts in Palestine, Greece and Kash- 
mir. And they have fulfilled their third purpose, that of 
revealing to the world which party was responsible for 
the aggression, in Indonesia, Greece and Korea. In the 
last two cases they achieved their effect in spite of being 
barred from one side of the threatened frontier, and in 
spite of the fact that the Communist governments con- 
cerned had openly defied the United Nations and were 
less concerned about outside opinion than, say, the Dutch 
in Indonesia or the Indians in Kashmir. 


x 


If the observer system has thus proved its worth, what 
objection can there be to its extension? The United 
Nations itself has learnt that the same results cannot be 
obtained by visiting missions, even when these can be 
persuaded to leave their hotels and slog through the mud 
of battle as the observers do. Every military commander 
knows how easy it is to fake up “ window-dressing ” for 
the benefit of visiting civilians ; but it is not so simple to 
prepare or develop a campaign under the eyes of incon- 
spicuous experts who may appear on a nearby hilltop 
at any moment. If it is argued that it should be left to the 
press to warn the world of impending danger, it must be 
pointed out that no newspaper or agency can afford to 
post competent correspondents in remote mountain areas 


Agenda for the Age of Inflation—I 


(By a Correspondent) 


This ts the first of a short series of articles in which the 
author gives reasons for his belief that prices will con- 
tinué, on the average of years, to rise, and outlines some 
of the conclusions that should be drawn. His views 
should not be taken as necessarily coinciding with those 
of The Economist. 


HE purpose of this series of articles is to show that 

prices will continue to rise as far as human wisdom 
can see ahead, that this fact must be candidly recognised 
and that we must adapt many of our institutions to it. 
Inflation, properly speaking, is not the same thing as rises 
in prices ; it may be defined as too much money chasing 
too few goods, and rising prices are merely a symptom 
of it. Indeed, it is arguable that some price rises are 
deflationary. Nevertheless, common practice uses the 
word in both senses; and for convenience, common 
practice is followed here. 
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for years on end in the hope of eventually securing g 
story. 

But if international observation is to play its full pay 
in the defence of peace, it must above all] be timely 
Korea set a precedent for the posting of observers to ; 
danger area before hostilities begin, and “provided , 
warning that it is not enough merely to send them in op 
the eve of the conflict. If conflicts are to be preventeg 
rather than merely limited, the observers must start work 
early enough to master both the terrain and the loc 
circumstances before they are required to report. There 
is no longer any administrative obstacle to such timely 
action. Although the United Nations early use g 
observers was a hastily extemporised affair, the position 
has since been changed by the approval in 1949 of , 
permanent panel from which the Secretary-General may 
select observers at short notice, by the formation jn 
March, 1950, of the mobile UN Field Service—which 
supplies observers with vehicles, drivegs, guards and 
wireless operators—and by the creation last November 
of a Peace Observation Commission charged with draw- 
ing the attention of the General Assembly to areas of 
potential danger. 


There are several areas of potential trouble to which 
observers should be sent as soon as possible—for instance, 
Jugoslavia’s eastern frontiers and the Punjab border 
between India and Pakistan. — If it is argued that the 
arrival of observers heightens tension by emphasising the 
risks of a local situation, the answer surely is that the 
more widely the idea is used, the less alarm will be caused 
by each successive attempt to forestall trouble rather 
than deal with it at the eleventh hour. The chief remain- 
ing obstacle is the fact that the consent of the government 
of a country has to be obtained before observers can be 
placed in its territory. This difficulty could be overcome 
if as many nations as possible would pledge themselves 
in advance to admit United Nations observers at any 
time on a request from the Secretary-General, in the 
same way that many of them have undertaken in advance 
to accept the rulings of the Internationa! Court. 


In the United Kingdom wholesale and retail prices 
have risen since 1913 as follows (1938 = 100): — 
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Sources ;—Cost of Living? National Income White Papers bad 
to 1938, then Ministry of Labour; Wholesale Prices: Board © 
Trade. 
In the previous century, from the resumption of a 
payments in 1819 until 1914, wholesale prices *" 
through many fluctuations, by about 30 per cent. 
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While it is true that the 1920 peak has even now 
barely been passed, this time there has been a steady 
increase in the postwar period, without the least sign 
of a falling off. This rise in prices will continue for so 
far as can he seen ahead. What are the reasons for this 
moderately confident prophecy ? We shall approach this 
matter by seeing what tendencies, inflationary or defla- 
onary, have newly arisen since the nineteenth century, 
which was one of stable prices. 


(1) War and the cold war. These are sufficient cause 
in themselves without any assistance from the long list 
that follows. History does not record a war or near- 
war that did not raise prices. Let us note in particular 
that rearmament will not cease after a few years to be 
inflationary, even if a bigger fighting war does not break 
out, for weapons of war obsolesce and* require to be 
replaced. There is, to be sure, a mobilisation hump to 
be got over, but it will be succeeded by a gentle and 
indefinitely long climb. 


2) The strength of trade unions. There is a con- 
stant tendency in all free countries for trade unions to 
become stronger. In particular, rising prices are driving 
more and more salaried workers into unions. This 
means that wage Claims are less and less resistible and 
there is a pressure from below on prices through costs, 
which, whether we call it inflation or not, is also quite 
strong enough by itself to raise prices indefinitely. This 
tendency is enhanced by full employment, to which 
nearly every government in the world is committed. 
Only an intolerable degree of unemployment could keep 
modern trade unions in order. 


3) The sacrosanctity of full employment. Since the 
Keynesian revolution in economic thought, inflation has 
been admitted to have a good side. For inflation is 


| nine-tenths of any practical full-employment policy. 


Measures for increasing the mobility of labour, the 
financing of public works and social services by pro- 
gressive taxation and other non-inflationary measures, 
are mere bagatelles. The main weapons are budget 
deficits, cheap money, devaluation, etc., all of them more 
or less inflationary. Now that the connection between 
inflation and full employment has been grasped, the 
public will be much more willing to accept the former— 
in the opinion of the writer, rightly so. 


4) There are other aspects of Keynes’s doctrines, 
apart from the central full-employment thesis, and not 


all of them equally valid. The desirability of cheap 


money under all circumstances, the implication that 
internal prosperity can be achieved without reference to 
international trade, the doctrine that investment auto- 
matically generates saving equal to itself, so that no 
‘xtra effort is required to finance new investment: all 
these appear to be false, or at least very misleading. 
Some of them are mere misunderstandings of points on 
which Keynes expressed himself obscurely, and some 
‘re positive mistakes that he made. But in either case 
they will take a long time to root out of the public mind 
and their effect is inflationary. 


(5) The shift of all democratic countries to the Left. 


eflation is essentially a Right Wing measure, and, even 
a important, it is “ undemocratic.” By this is meant 
‘hat 1t hurts a few voters immediately a great deal, rather 


- many voters a little in the long run, as does inflation. 
‘Is very much easier to grant some particular. wage 
4im, tariff or subsidy, in order to level up the money 
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incomes of those who have fallen behind, than to cut 
the money incomes of everyone else back to the old 
level, though in the long run the effect on the real income 
of the parties concerned is the same. The Century of 
the Common Man is no time for orthodox finance. 
Moreover, all governments underestimate the inflationary 
forces at work during an inflation. They are bound to 
accept the more optimistic of any two estimates put 


forward. If they do not they are replaced by govern- 
ments that do. 


(6) Soctal services. These are clearly an inexhaust- 
ible drain upon the government purse. So long as the 
government is directly responsible for the incomes of 
so many defenceless individuals—and this is, of course, 
a good thing on the whole—it will always be spending 
more rather than taxing less and this makes it much 
harder to balance the budget. 


(7) The trend towards equality of incomes and of 
capital wealth. Less will be saved out of a given income 
the more equally it is distributed. The rich pay their 
taxes largely out of that part of income they would have 
saved, and the poor largely consume the extra mcome 
they receive. It is arguable that, given time, the rich 
may accustom themselves to their lower incomes and 
begin again to save, but it is also true—and very much 
more important—that communities as they grow richer 
become accustomed to a higher standard of living and 
save less out of any given income. So that if the rich 


may regain the saving habit the poor will certainly lose 
it. 


(8) The price control habit. If demand is thwarted 
in one place it will reappear unabated in another, and 
the effect in the free sector will be more violent than 


_ever. Only if there is no free-sector at all will this 


system work ; and the control of all prices whatsoever is 
not an administrative or political possibility. Price con- 
trol, then, is clearly mere preaching at symptoms. It is 
in any case nearly useless unless very little is imported ; 
a condition which can never hold for Britain. Neverthe- 
less, belief in this panacea prevents governments from 
getting at the cause behind the symptoms. 


(9) Moreover some price controls have an upward, not 
a downward, bias. The sellers of the goods concerned 
are politically so powerful that the intervention of govern- 
ment in the free market helps rather than hinders them. 
This is not true, even in a socialist country, in the case of 
wage-earners, though from time to time specific inter- 
ventions in labour disputes do raise wages. But it is true 
of that more powerful bloc, the farming community, 
which unlike labour, never allows ideological considera- 
tions of any sort to inhibit economic self-seeking. Farm 
price support schemes and bulk or long-term contracts of 
all kinds tend much more often than not to raise prices. 


(10) Again, all the foregoing tendencies, with insignifi- 
cant exceptions, are world-wide. Even if we could 
master them all at home we should still have to import 
them. Britain is peculiarly ill-equipped to isolate itself 
from world trends. The cost of a successfully isolationist 
policy would be prohibitive in the loss of trade and 
political influence. 

(11) Further there are a number of highly inflationary 
international tendencies. The first of these is the end of 
free trade. Protection always has an inflationary effect 
at the moment when it is imposed, for it raises the prices 
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of certain imports and stimulates the demand for import 
substitutes, while its depressing effect upon exports takes 
longer to work out. Similarly, the liberalisation of trade 
is deflationary in the first instance, and very often it is 
necessary to avoid inflation in order to keep trade free. 
it follows that not only is the end of free trade partly the 
effect of inflation but also in turn its cause, as the deter- 
mination to keep trade free at all costs imposed a powerful 
barrier to increases in the quantity of money. 


(12) The end of the gold standard. Currency con- 
trols as well as tariffs isolate the internal price level and 
enable it to rise above that of the outside world with 
impunity, at least for a time. When the inevitable 
correction imposes itself it may take the form of sancti- 
fying the new internal price level and bridging the gap 
by devaluation. Similarly losses of gold and foreign 
currency reserves may long be neglected and be corrected 
in the end, not as of old by deflation, but by devaluation. 
But this latter is itself obviously inflationary. 


(13) A corollary to these two items is the headlong 
urge towards industrialisation on the part of backward, 
but politically independent countries. This industrialisa- 
tion does nothing to enhance the international division of 
labour and is not undertaken for profit. It is on the con- 
trary very autarkic, requiring protection and subsidies, 
It follows that even where it raises the standard of life— 
a qyestion that does not here arise—it is an exceptionally 
inflationary form of investment. 


(14) The new habit of inter-governmental charity. 
In the past if a country, through inflation or any other 
cause, was running an unfavourable balance of payments 
it had to stand on its own feet in the end and check the 
outflow by deflation. Since the last war, however, 
inflation in Britain and Europe has been floated off by 


NOTES OF 


Mr Stokes and the Persians 

:The day-to-day hazards to which the Stokes mission 
to Teheran is being subjected illustrate vividly the chaotic 
state of internal affairs in Persia. On Wednesday, just when 
Mr Stokes was explaining the technicalities of his oil pro- 
posals to interested and important Persians, Dr Mossadegh’s 
extremist deputy premier, Hussein Fatemi, was publicly 
writing the terms off as unacceptable. This in spite of the 
generosity of the offer, which accepts nationalisation, winds 
up Anglo-Iranian operations inside Persia, affords the Persian 
state control of extraction and exploitation of oil, and yields 
it an adequate financial return as well as a sure market for a 
period of years to be chosen by Persians. The rub for Dr 
Fatemi lies in the clause which prescribes that the oilfields 
and refinery shall, in order to retain the services of good 
technicians, operate under “experienced and qualified” 
(i.e. foreign) management. 


The explanation of these contradictions in Teheran is that 
inside four walls—but not for admission outside them—the 
Mossadegh cabinet now has a divided mind. Several of its 
members ,are highly intelligent upper-class Persians, who 
have learnt during hres months of office to appreciate a few 
hard facts: that Persia cannot maintain its present pattern 
of existence without revenue from oil ; that Persians have not 
yet the training or capacity to extract sufficient revenue for 
that purpose ; and that either the cabinet must come to some 
agreement with foreigners or else an unpaid army, civil 
service and police force will rebel and overthrow present 
leaders and, probably, the present social structure. 
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Marshall Aid and the price level has never had to come 
down. Similarly Indian inflation may wel! }¢ floated | 
off by the Colombo Plan. The unfavourable trade 
balance, in other words, is usually met by 2 king {,; 

from without and the ing spree may contnall 
Moreover, the act of charity inflates the kind fairy jp her 
turn. We have in fact passed from the Welfare State 
the Welfare World. We do not equalise incomes only 
within, but also between, nations, and this cepresses the 

rate of world saving still further. | 


Laisser faire, peace, the buyer’s market for laboy 
gold fetishism, the religion of free trade and the belie 
that nothing need be, or at least could be, donc to preven 
unemployment have all gone, and it is very difficult 9 
think of any new deflationary factors of any magnitude 
to set on the other side. Indeed, there never have beep 
any really serious deflationary forces at work excep ig 
the nineteenth century. The whole history of mankind, 
but for this interval, has been one of inflation. In the 
nineteenth century there was no floor and no ceiling to 
prices. Now there is merely no ceiling. 


What would be required to keep the price level stable 
in the circumstances ? . Little less, perhaps, than a wage 
stop, a comprehensive price stop, a large budget surpluy 
every year, a bank rate of 4 per cent, an unemployment 
rate of 4 per cent and a periodic appreciation of the 
pound. Any one of these conditions is unthinkable, let 
alone the combination of them. It will be scen that, if 
politics is the art of the possible, stable prices are not 
politics. All sensible men will earnestly desire stab 
prices, and be prepared to make great sacrifices to this 
end. But no sensible man will rely on achieving it. 


(To be continued) 
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If Dr Mossadegh were publicly to admit these home truths, 
he would lose the support ofthe extremist faction which ha 
formed the backbone of his personal following. So greatly 
do personalities dominate Persian politics that—were he te 
jettison this fanatic fringe—he could not be sure of replacing 
it with a posse of moderate s ers. Many moderates who 
see the great advantages of the Stokes proposals might vote 
against him out of unwillingness to create a situation in which | 
he would scoop the credit for an oil agreement. What 1s 
more, any deviation, even by a little, from the position of the 
extremist National Front stand might cost him his life. 
Mullah Kashani openly warned Mr Stokes that any weaket 
ing on Dr Mossadegh’s og might earn him the fate of his 
murdered predecessor, Ali Razmara. Dr Mossadegh hs 
therefore, a prisoner of the state of near-anarchy into which 
weakness at the top has allowed the Persian domestic scent 
to lapse. 











* 


On account of this disastrous weakness inside Persia, 
odds against Mr Stokes were always great. He has done & 
well as he could in complex and trying circumstances. 
least he has worked the Persians into a position 1!" which t 
responsibility for any breakdown of reasonable nego 
will lie with them in the eyes of all the world. What “ 
can be thought of people who know they have not the 
sonne] and experience to process and market the: wealth, bu 


who turn down proposal that would create in OF | 
petent foreigners Pape 2 sb to do it for them: 
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Gromyko Will Be There 


Western diplomacy has to prepare for an unruly—and 

sibly tense—September now that Moscow has accepted 
the invitation to attend the conference in San Francisco for 
the signing of the Japanese peace treaty. A year or two 
20 this acceptance, after the. prolonged Soviet refusal to 
have anything to do with a treaty mot prepared by the 
Council of Foreign Ministers, would have been welcomed 
as a sign of willingness to resolve disputes through inter- 
national negotiation. Unfortunately, the bitter experience of 
Soviet behaviour both in the United Nations over Korea 
aad in the deputies’ agenda conference in Paris has soured 
such hopes. Until there is some evidence of a new spirit 
in Soviet foreign policy, it is only prudent to assume that 
the main purpose in sending Mr Gromyko to an international 
conference is to use it as a sounding-board for propaganda 
in support of the thesis that the western powers are respon- 
sible for the tension of the contemporary world. 

The San Francisco meeting may afford a great oppor- 
tunity for disruptive Soviet diplomacy. Although a draft 
treaty has now been agreed between America, Britain, and 
a number of the other allies of the Pacific war, there is 
widespread uneasiness, not least in Japan itself, at the pros- 
pect of a treaty which leaves out the Soviet Union and 
China; there is discontent in the Philippines and elsewhere 
at the cancellation of Japan’s reparation liabilities ; and the 
fundamental disagreement between London and Washington 
over the recognition of Communist China has been resolved 
only by a very unsatisfactory compromise. Mr Gromyko will 
presumably make new proposals at the conference and thus 
the old issues will be reopened. In the end he will probably 
not sign any treaty, but meanwhile his objections to the 
draft will have received some weeks of dramatic publicity. 


Since Mr Malik hinted seven weeks ago at possibilities 
of a cease fire in Korea there have been signs that Soviet 
diplomacy might work. towards a showdown—or a great 
general debate—on Asian affairs, and that the settlement of 
the Korean question and the signing of the Japanese peace 
treaty might become formally linked with the now familiar 
demand for a five-power “ pact of peace.” Whether Moscow 
has in mind some kind of bargain is uncertain, but it may 
well feel that the free world’s solidarity is more vulnerable 
east of Suez than it is west of the Elbe. With the Com- 
munists in Korea building up their strength fast and their 
delegation at Kaesong showing little desire to bring the war 
to an end, there is clearly a possibility that events are moving 
not towards a settlement of the Far Eastern conflict but 
towards a more difficult and dangerous phase. The portents 
must be squarely faced by Ministers and public opinion in 
this country. 

*, * * 
Polls and Prices 


The summertime swing in political opinion seems to 
have been stopped last month. According to the Gallup Poll, 
this swing had by the end of June narrowed the Conservative 
lead over Labour in popular favour to 7 per cent of the 
tlectorate. The latest figures, published by the News 
Chronicle this week, show that at the end of July the Con- 


Servative lead had increased again to to per cent of the 


clectorate—or rather, of those who thought they knew how 
they would vote in a general election. Though many 
uncertainties have to be reckoned with in interpreting this 
result, it means that there is again little reasonable doubt that 
Conservative party could win an immediate election. 


There are no clear feasons why the trend of opinion in 
the Government’s favour should have been reversed just 
before the holidays ; the event is consequently good reason for 
“oncern at Transport House. If the new state of public 
pinion is confirmed by the next poll, opinion within the 
Labour party will certainly become more unfavourable to the 
‘ca of an autumn election. It would, however, be rash to 
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assume that Mr Attlee’s decision to dissolve Parliament will 
ever be taken according to any precise tactical calculations. 
The party’s strategists may in the meantime occupy them- 
selves in arguing whether or not circumstances will be more 
favourable to Labour in the spring, but the impression they 
give is one of singing to keep their courage up without know- 
ing where they are going either politically or economically. 

Sir Hartley Shawcross has this week committed himself 
to the “hope ” that prices will reach their peak by the end 
of the year. “After that . . . the downward trend may be 
expected to appear.” This is what it is convenient to believe, 
but the basis for it seems slight. No one doubts that some 
raw material costs, reflecting after a lag the behaviour of the 
commodity markets, will at least fall before they rise again. 
But the movement of this country’s internal costs is more 
certain in direction and is likely to be more important in 


- size. Sir Hartley did, indeed, insert the proviso that the 


country had to be “sensible and resolute enough to avoid 
the dangers of runaway inflation,” but since he also asserted 
that “ certainly the situation is under control ” the optimistic 
effect was not spoiled. Mr Jay, with more experience of 
economics, has been more cautious ; his fair words last week- 
end were concentrated on the hope that in the next few 
months prices would not rise so steeply as they did in the 
first half of the year. 


* * * 


Shortages Begin at Home 


This winter British industry may still suffer some 
inconvenience from the world shortages of raw materials 
about which Ministers, as well as Mr Bevan, have made so 
much complaint. But the volume of production will depend 
far more closely on the severity of Britain’s home-produced 
shortages ; and the worst of these shortages happen to be 
in the nationalised industries—in steel, transport, fuel and 
power. This has not been a week in which nationalisation 
has conspicuously demonstrated those advantages over pri- 
vate industry so often set out in Labour party pamphlets. 
The Yorkshire miners evidently do not respond to the 
incentive of working for the community. In spite of the 
manpower shortage which next year may plunge all industry 
into a fuel crisis, in spite of their promise to accept foreign 
workers as a condition of their wage increase in January, 
most of them have refused to admit Italian workers to the 
pits. The nationalised steel industry finds the promised 
cheapness and plenty receding into the distance. The 
increases in steel prices announced this week were inevitable, 
given the rise in costs of raw materials, wages and freight, 
and it is a pity that they were not made before ; but it makes 
poor Socialist propaganda that there have been two general 
imcreases in price since steel was nationalised, and none for 
two and a half years before. 


Power cuts in August make an even worse impression. 
With some generating capacity out of commission for the 
usual summer overhaul, supply has been inadequate for the 
unexpectedly cold weather; and in some northern power 
stations overtime is now banned in support of a claim for a 
10 per cent wage increase. This is the shape of things 
to come. The shortage of power this winter promises to 
be worse than ever before. The building of new power 
stations farther than ever behind the demand at peak 
hours as defence industries make new calls on supply, 
and-as the use of electricity in the home rises steadily. That 
increase is the consequence of income inflation, of high sales 
of electric appliances—still obtainable on hire purchase and 
much used in new municipal houses—and the absurd 
promotional advertising that the British Electricity Authority 
has refused to drop until this year. Thus do the policies of 
the planned state cancel each other out. 


The Electricity’ Sub-Committee of the Joint Consultative 
Committee last week made recommendations to minimise, 
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load shedding and the consequent loss of production. It 
proposed the “ staggering ” of working hours on a very wide 
scale in order to reduce the “ peak load ” by 600 megawatts 
—twice the reduction secured by similar measures last 
winter. (The proposals are discussed in a Business Note on 
another page.) The power shortage is here to stay and the 
makeshift remedies become more drastic. The electoral 
consequences of a grim winter seem far more real than the 
hypothetical advantages of a lower cost-of-living in the 
spring. When they think about the date of an election, there 
must be many members of the Government who would still 
prefer to strike while the iron can still become hot. 


Mr Gaitskell and the Unions 


The Chancellor of the Exchequer must have been sadly 
disappointed by the annual conference this week of* the 
Confederation of Shipbuilding and Engineering Unions. It 
hardly supported his hopes about the “ psychological” effect 
of dividend control. Besides agreeing on a wage claim of 
£1 a week for their 2,500,000 members, the engineering 
unions gave emphatic warning of the harshness of the criti- 
cism the Government must now expect from the unions. 


The tone for the conference’s debate on “the present 
relationship between profits, wages and the cost of living” 
had been set by Mr Brotherton in his presidential address 
on Tuesday. He began by asserting that the real earnings 
of engineering workers had been reduced by about 15s. a 
week in the last year and ended by reminding “ our colleagues 
on the political wing of the movement ” that the unions had 
refrained from pressing for more money “until the out- 
tageous increase-in profits and prices showed us to be the 
victims of an economic swindle.” He did not imply that 
the Government had been a party to this swindle. However, 
he obviously felt that the Labour Party was no longer com- 
petent to deal with it. Mr Gaitskell’s proposal to control 
dividends was “ apparently supposed to have a psychological 
effect on the workers ” but. “I think this is to suppose that 
the working people of this country are very immature.” 


The unions, Mr Brotherton said, must continue to advance 
and protect their members’ interests “irrespective of the 
nature of the Government of the day ” or they will have no 
purpose or influence in industrial life. Just now “it is 
frankly intolerable that profits should be leaping ahead while 
wage advances are not even sufficient to keep pace with the 
cost of living”; and Mr Brotherton concluded that “ the 
socially unbalanced results of a system of private enterprise 
can only be halted when the system is ended, and in the 
meantime we say bluntly that if profits are going up so are 
wages.” The fallacies of Mr Brotherton’s case are obvious 
enough, but his colleagues “on the political wing of the 
movement” should have no illusion that they can expose 
them effectively by a policy of appeasement. 


Quarrel Over German Coal 


The high standard of integrity and public spirit that 
statesmen must display if national interests are to be recon- 
ciled in Europe’s co-operative institutions is seldom grasped. 
Those who wish to understand should study the arguments 
that are now raging, and will doubtless continue to rage, 
around Europe’s coal needs. In- Western Germany the 
threatened resignation of Herr Bliicher, Minister for Euro- 
pean Recovery Plan Affairs, from the international Ruhr 
Authority brings to a head the dispute over German coal 
exports. American, British and Benelux representatives on 
the Ruhr Authority, having fixed German coal exports for 
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the current quarter at 6,200,000 tons, last week refused 
reduce the amount. Since the quantity was originally ined 
it has transpired that the Germans have sec “f 


i : I Ured—pari, 
indeed, by costly American coal imports—some Ba 
tons more for their home consumption than they estimate 


Suspicion naturally attaches to their present claim that 
industry is not to contract, they need anything , ri 
1,000,000 tons a quarter more than the Ruhr Auth; 
is prepared to allow them, and that, unless exports are 

millions of freezing, unemployed Germans wil! tury Com. 
munist. German threats have almost always 
exaggerated, and there are good reasons for believing thy 
Ruhr output could soon rise sufficiently to cover ali winter 
ys - that much more could be done to prevent wast 
of fuel. 


As France and other countries contributing to Atlan 
defence are also short of coal, the solution should be Sought 
in greater production, rather than in attempting—as ty 
Bonn Government has now done—to deter purchasers by 
raising the export price of the Ruhr product. The Germ 
have certainly good grounds for objecting to the unecononi 
price unilaterally imposed upon them, and for claiming thy 
the Ruhr Authority has no right to prevent them from 
raising it; but they should try harder to check the drt 
from the mines.. Even the Jack of investment in the ming 
takes second place as a cause of the disappointing oupy 
to the appalling housing conditions. Thousands of mines 
still live in barracks and about 12,000 men have to lig 
apart from their families. 


Herr Bliicher’s threat to resign and take the matter w 
with heads of Government involves the wider question ¢ 
German participation in all international bodies on which 
they will appear as equals, without a veto. Will they refus 
to ratify the Schuman Plan because the Ruhr Authority’ 
decisions have given them a foretaste of the way its High 
Authority will work ? If a majority decision goes agains 
them, will they always protest tHat it is contrary to th 
“ European spirit” and walk out ? The days of penal dis 
crimination against Germany must indeed end ; and th 
sooner the Schuman High Authority takes the place of th 
Ruhr Authority the better ; but for their part, Germans must 
cease to make “Europe” synonymous with “Germany. 


Proved 


* * * 

















Rocks Ahead in German Waters 


The difficulties that Herr Bliicher—who is also chair 
‘man of the Free Democrat Party—is creating for Dr 
Adenauer are not limited to the Ruhr Authority. He 
is reported to have prepared a statement of demands to & 
made during negotiations with the Occupation Powers. Th 
Free Democrats, it is said, claim that the Federal Republi 
must henceforth decide for itself such matters as its contribt 
tion to western defence, notably the extent of occupalidl 
costs, and its relations with the Soviet bloc. In the settlemett 
of prewar debts, the German Government must not renountt 
its claim to offset against its debts the German assets 2b 
which were seized as reparations. Lastly, the allies must ™ 
insist that the Germans undertake to contribute men to th 
western forces before the Occunation Statute is replaced 
freely negotiated contractual agreements. 


These reported demands are probably accurate. Th 
represent the opinion of the majority of the public, and 16 
known that Herr Bliicher has been in consultation 00 
matters with the Deutsche Partei—the third member of the 
Bonn coalition—before visiting Dr Adenauer 10 oe 
holiday resort. His démarche will make it still more dif 
for the Chancellor to steer the German ship smoothly ™° 
western waters. 


The German Government has reason to complain that i 
had no hand in drawing up the estimate for occupation “* 
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and this is a practice which must and will end with the sign- 
ing of the new contractual agreements. But the German 
attitude over the question of occupation costs gives little 
ground for hope that they will use their coming freedom to 
make a satisfactory contribution to western burdens. Dr 
Schaeffer, the Federal Minister of Finance, remains mani- 


festly unwilling to raise taxes to meet the Allied bill. 


Both the Federal and Laender finances are in an increas- 
ingly deplorable condition owing to mismanagement and tax 
evasions. Dr Schaeffer hoped to avoid raising further taxes, 
except some minor ones imposed for “ optical purposes,” by 
transferring DM 3,600 million of the bill for occupation costs 
to an extraordinary budget. It would then, he’ announced, 
probably be covered by a foreign credit. Last week, however, 
the High Commission informed him that no credit would be 
forthcoming, and that tax he must. : 


A voluntary German decision to join the Atlantic forces 
and share the western burdens is intended to go hand-in- 
hand with the conclusion of the new contractual agreements ; 
but the task of drafting them is complicated and, despite 
American pressure for speed, the draft is not likely to be 
finished this year. It cannot be expected that it will satisfy 
all German demands. The High Commission, it is true, will 
become a Council of Ambassadors with no legislative powers. 
But the draft will ask for German guarantees that Allied 
measures, such as decartelisation and deconcentration, shall 
not be undone, and will provide various means to safeguard 
the security and rights of the forces stationed on German 
soil. It will, moreover, enable the Western Governments to 
resume full powers in an emergency. In order to retain the 
rights—particularly in Berlin—which arise from agreements 
with the Russians, care has been taken to see that the new 
contracts shall not.formally constitute a peace treaty. 


Anxious August for M. Pleven 


On Tuesday M. Pleven’s new Government will begin 
to test itself against the hard realities of French politics. 
The National Assembly has voted for the new Prime 
Minister and for his 37 Ministers ; but it is far from certain 
that it will vote for his policies. During the last ten days 
of August the rival claims of Catholic and State schools 
must again be debated, with no certainty of an agreed 
solution. M. Pleven has listed three economic problems 
a requiring urgent attention: the fixing of the price of 
wheat, the procurement of coal, and the replenishing of the 
almost empty coffers of the social security system. With 
much of the harvest already in, the urgent need for a new 
price for wheat is obvious. M. Pleven, who has appointed 
members of the Peasant Party as both Minister and Secre- 
lary of State for Agriculture, and who is fully aware of 
his dependence on this group’s support, must listen sympa- 
thetically to the farmers’ demand for a substantial increase ; 
but to satisfy their full demands would put prices up by 
46 per cent. Even a modest increase may necessitate a new 
subsidy for the benefit of the consumer, and both the social 
security system and the coal supply programme are rival 
claimants for subsidies. Although France hopes to mine 
2,000,000 more tons of coal this year than last, imports of 
American coal are rising rapidly. The new Government has 
indicated its intention of tackling these urgent problems 
vigorously by the appointment of M. René Mayer: as Vice- 
temuer in charge of econemic affairs, with authority over 
all the six Ministers concerned. But the continuation of 


the Monnet plan for economic rehabilitation—which is dis-_ 


Cussed on page 401—cannot be assured by the adroit distri- 
bution of portfolios. Whatever truth there is in Frenchmen’s 
claims that their country gets along just as well without a 
sovernment, long-term economic planning must depend on 
sovernmental stability, which is not yet in sight. 
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The New Rifle, Continued 


At a demonstration last week before foreign military 
representatives and the press, the technical merits of the 
new 7-mm. (or .280-inch) British rifle were shown off. They 
are, indeed, very impressive. The most important items are 
speed of firing (nearly twice as fast as the American Garand 
and nearly three times as fast as the Lee Enfield) and weight 
of ammunition (a division could carry nearly a million more 
rounds without additional transport). Beside these, the fact 
that it has slightly less penetrative power is of much less 
moment ; a division equipped with the new tifle could kill 
many more men, at the ranges that are likely t» matter, than 
One equipped with any other rifle in existence. What is 
more, it could do so in arctic or tropical conditions and away 
from metalled roads. 


It seems, therefore, to be established that this is the best 
infantry weapon yet designed. But that fact unfortunately 
does not settle the argument. Even apart from the quite 
extraordinary unwillingness of the American military to 
accept any foreign design of anything, there is the very 
strong argument that any attempt to change calibres now 
would inevitably mean, for a period perhaps as long as four 
years, that the allied armies would have less, not more, small 
arms fire power. 


Perhaps the time table can be used to work out .the best 
solution. First, for the period of the present emergency, it 
would be wrong to insist on a standardisation that would 
involve changing the whole of the existing capacity for small 
arms ammunition. In point of fact, it may be that full 
standardisation is impossible within that period, and that if 
another war comes before 1955, it will be fought, as the last 
war was, with a multiplicity of calibres. To put off stan- 
dardisation of small arms for this period would be a tragedy, 
and a condemnation of short-sightedness in the past ; but 
it may well be that there is nothing else to be done. 


But if standardisation cannot be hurried, it can be based 
on the best design. For this, the new British rifle and the 
calibre of 7 millimetres are obviously most impressive con- 
tenders—the more so since, in designing the new ammuni- 
tion, the ease of conversion to it of existing weapons has 
been borne in mind. For the short run, in fact, production 
considerations must prevail ; but for the long run, standard- 
isation should be planned on the basis of the best available 
design. If the British could make it clearer that they 
do not challenge the first argument, they would be justified 
in insisting that the Americans accept the second. 


* * * 


One Cost of Living for All 


In broad outline the Government’s plans for intro- 
ducing a new cost of living index are now known. The 
Minister of Labour has accepted the recommendations 
of the Cost of Living Advisory Committee, and a large-scale 
inquiry into the spending habits of the community is to be 
made. The final outcome will be a new index, which will 
probably be related to the budgets of those households in 
which the main income-earner receives between {150 and 
£1,000 a year; this group represents about 85 per cent of 
the population. These income limits may, however, be 
modified when the results of the enquiry are known, which 
will not be for about two years. Details about the informa- 
tion required have still to be thrashed out and much depends 
on the technical committee’s report—expected in about a 
month—on the working of the existing index of retail prices. 
Possible adjustments to the present index are also being 
considered as a temporary expedient. 

At present the wages of more than 1,500,000 workers are 
linked to“the interim index. This index is based on the 
prewar spending habits (adjusted to 1947 prices) of manual 

ts and those salary-earners then paid less than 


£250 a year; these were the people covered by unemploy- 
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ment insurance before the war. Many salary-carners, 
as well as wage-carners, use the index in arguments for 
higher pay, though they often demand a different measure- 
ment on the grounds that the cost of living has increased 
more for the middle classes than for wage earners. By 
proposing to widen the scope of the new index to take in 
salary-earners and the self-employed with moderate incomes, 
the Government is hoping to satisfy all demands at one go. 
Whether it succeeds will depend on what the budget inquiry 
shows about the variation in spending habits between 
different groups. Since many wages are now higher than 
salaries, and social security has been extended to all, some 
of the prewar distinctions have been removed. What is 
certain is that if salary-earners still feel the need for separate 
index numbers, the inquiry will at least provide research 
workers with better material for unofficial estimates. 


The interim index is in disrepute mainly because its 
weighting is believed to be out of date. There is an even 
more important aspect of the matter. In attempting to 
compile a single index for a fairly wide range of incomes, 
the Government is setting itself a hard task in selecting 
appropriate items to be included in the index and collecting 
representative information about their prices. Confidence in 
the result will depend on a full analysis of the budget 
inquiry and of the way in which its findings are used to 
construct an index. 


While it is certainly to be hoped that the result will be 
a more reliable index, to be used as a guide in wage negotia- 
tions, it would be a great pity if such an improvement led to 
any extension of the practice of linking either wages or 
salaries rigidly to changes in living costs. The old problem 
of the contrast between “sheltered” and “ unsheltered ” 
industries is involved. Attempts to provide security in real 
incomes for some people are bound to mean that others must 
bear more than their share of the costs and gains from 
unavoidable economic changes. 
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More Houses Being Built 


It is to be hoped that the rise in the numbe; 
under construction, shown in the latest quarte; 
does not mean that the building programm 


Of houses 
arterly rety 
€ 1s again gett} 
Me ter the Concentrg. 
tion on completing houses rather than starting new one, had 


had a noticeable effect on the number of houses unig 
construction, the ratio of completed to unfinished hov 

has been fairly stable. In the quarter ended last June, he: 
ever, the number of houses under construction rose signif. 


cantly and is now higher than it has been for three yea 
The number of houses completed remained ai the leve! 


which it has been stabilised for the last two years. 


Possibly the bad weather last winter delayed the star on 
many houses, so that the rise shown in the June quarter my _ 
be temporary. If so, one would have expected it wo 


balanced by a similar rise in the number of houses completed 
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There was a small fall in the housing labour force compared 
with the similar quarter of last year. If this means tha 
labour is beginning to be drawn froth houses to rearmament, 
it is particularly important that the smaller labour fore 
should not be dispersed on starting more houses than can 
be completed at the same rate. 


The June figures cannot be expected to show any results 
from a circular issued this spring by-the Ministry of Loal 
Government and Planning and allowing local authorities © 
build smaller three-bedroomed houses. But this permission, 
and official encouragement to build more very small houses 
for the old and the childless, may help to speed up the matt 
of building in the coming months. 











* * . 


Supplies for Formosa 


As soon as the peace treaty with Japan is signed, 
Formosa will cease to be what it legally is now—Chines- 
occupied Japanese territory ; and there will no longer te 
any doubt that it is what both Mao Tse-tung and Chis 
Kai-shek declare it already to be—a part of China. The 
question of its future will then be clarified to the extent thé 
any action subsequently taken by the United Siates to keep 
the Chinese Communists out of Formosa wil) have 1 ® 
based exclusively on the right to assist a friendly. '¢c0g! 
government against internal enemies who are 410 hostile © 
the United States. As far as can be infersed fom 
statements made by American defence chiefs in U4 
MacArthur inquiry, it is now American policy on stalctt 
grounds that the island must not be allowed to fall m8 
Communist hands, at least until Peking has given evident 
of a profound change of attitude. eee pone) > 
implies continued diplomatic recognition any 
and non-recognition of the Peking Government. {or support 
of resistance in Formosa would be incompatible in 
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national law and in day-to-day practice with the recog- 
nition of Peking. 

A somewhat similar situation to that which now exists 
with regard to Formosa arose im 1939 over Minorca. At 
‘hat time the resistance of the Spanish Republican Govern- 
ment had collapsed and Spain was being taken over by 
General Franco, who was expected to side with Germany 
and Italy in the event of a European war. In France it was 
strongly urged that French naval protection should be 
given to the Republican garrison holding out in the island 
of Minorca, strategically placed on the sea route between 
France and Algeria. Im the end no action was taken, but 
the principle involved was the same. In the present case 
there seems no reason to expect that American policy will 
quickly change from the course ye since the beginning 
of the Korean war, of helping Chiang Kai-shek to hold 
out in Formosa. Considerable supplies are now going there 
for both military and economic aid, and Taipeh representa- 
tives are buying in Washington under an ECA grant. The 
prevailing American view is that even a small bird in the 
hand is worth several in the people’s democratic bush. 
There is. however, a danger of a-fresh strain on Anglo- 


| American relations when—if at all—the Korean war comes 


to an end; for the British Government’s hopes of a Far 
Eastern settlement depend on a general recognition of the 
Peking regime. If America follows the opposite course, 
Britain may have to choose between a serious conflict of 
policy with America and an attitude of mere passivity in Far 
Eastern affairs. Those who oppose aid to Chiang and would 
like to see Formosa in Communist hands have yet to suggest 
a place to which he and his 600,000 Nationalist followers 


might migrate. 


Zionism at a Crossroads 


The emotions that spring from a sense of fulfilment 
were amply—and quite justifiably—displayed at the opening 
ceremonies of the 23rd World Zionist Congress, which 
took place in Jerusalem this week. It is fifty-four years 
since the first such congress, meeting in Basle amid the 
distress created by the Dreyfus case, set as its aim the 
establishment of a Jewish national home in Palestine. This 
year, for the first time, the congress is able to meet in the 
city of Zion and in the state of Israel. The “Basle pro- 
gramme” is therefore out of date. 


What is to take its place ? If the state of Israel were 
economically strong enough to dispense with outside aid, 
or if all Zionists were so far to fulfil their creed as to 
consider themselves exiles and migrate to Israel, the World 
Zonist Organisation would have no reason for existence in 
is present shape. As neither hypothesis is likely to become 
lact, a “ Jerusalem plan” aan Ga devised in order to find 
anew direction for the energies of the powerful human 
machine built up over two generations. The attempt is 
Causing tremendous dissension. 


_ Some peculiar problems are raised. For instance, how far 
Sit prudent for the World Zionist Organisation to work 
for political support for Israel among the Jews of the 
seapora 2 Many Jews feel, and with some reason, that 

create a series of national pressure groups could jeopardise 
"5 postion of Jews as citizens of the country of their choice. 
“\ second question, which splits opinion inside the right 
wing of world J. , is how far the collectors of the dollar 
gilts that keep Israel solvent shall have a say in the internal 
affairs of the new state. The left wing of Jewry, of which 
Mr Ben Gurion is the seet and figurehead, is hotly opposed 
‘0 any such practice; much hangs on the attitude of the 
Corresponding right-wing figurehead, Dr Aba Hillel Silver 


of the United States. A more domestic and even: thornier 
Problem is how to define the future role of the Jewi 
“tvs the World Zionist Organisation, from which it 
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sprang in 1929, in order to make room for the participation 
of non-Zionist Jews in effort for Palestine. At many points 
the two bodies now overlap and clash. 


_ Radical reorganisation of the tasks of long-standing 
institutions is always difficult ; vested interests tend to fight 
for the retention-of rights and duties. Jews, moreover, are 
notoriously uncompromising people, and the Congress faces 
an unenviable task. Yet it would be a tragic anticlimax if 
the Congre$s were to fail at this first meeting in Jerusalem 
to produce any clear-cut solutions. It would let down world 
Jewry as a whole were it to disperse, as at least one earlier 
congress has done, on a note of agreement that differing 
factions shall continue on their unbending ways. 


* * * 


The Balloons Go Up 


Leaflet balloon warfare has now been launched by an 
organisation of East European exiles with its centre in 
Munich. Czechoslovakia is the first target, and the airborne 
leaflets will not only carry anti-Communist propaganda to 
the Czechs, but will also provide particulars of times and 
wave-lengths for the radio broadcasts which are being sent 
out by the organisation. Undoubtedly, this is an important 
and serious move in support of the resistance to Communism 
behind the iron curtain, but, the very fact that such an 
extremely ridiculous procedure has to be used in order 
that one part of mankind may speak to another gives 
the measure of the sad condition into which Europe has 
fallen. In Czechoslovakia and other lands the Communist 
monopoly of thought will now be infringed by the noxious 
emissaries of political liberty drifting on the winds of heaven, 
and their rulers must indeed suffer the nemesis of the Soviet 
boasts in recent controversy that Communism does not try 
to cut off the peoples under its sway from communication 
with the outside world. 


Practically Ministers of the Interior are faced with a 
number of difficult problems. may feel that the bour- 
geoisie in sending balloons over the iron curtain is hitting 
below the belt, but that will not stop the balloons coming. 
As the prevailing winds of Europe are westerly, the west has 
the advantage over the east in this form of warfare, and in 
any case retaliation in kind would be useless, for the air- 
borne leaflet loses its sting when the Communist party.can 
do its screaming quite legally.. One can, of course, shoot 
down balloons, but if there are a great many of them, some 
will accomplish their purpose ; as the. late Lord Baldwin 
would have said, “The balloon will always get through.” 
After all the precautions that have been taken to seal the land 
boundaries of the Kremlin’s empire with barbed wire, control 
points, and security officials, both canine and human, it must 
be quite unnerving to think of the silent messengers of the 
free world flitting high overhead in the darkness to wreak 
havoc with the people’s simple faith in the sober Gottwald 
and the kindly Stalin. It may not be cricket, but even tlic 
most scrupulous liberal will not refrain from wishing good 
luck to the gunners in this long-distance mental bombard- 
ment, and to the messages that have gone with the wind. 


* * * 


The Fourth Birthday 


On two different days of this week, first Pakistan and 
then India celebrated the fourth anniversary of indeper- 


Whenever Export figures are quoted there comes the 
accustomed reference to ‘expert British Cfaftsmanship.’ 


Courter, 
But . . . have you stopped to ask yourself... Mr.H.W Ro snl Mis 
Waller Corson & P- 
’ tS Sons Lig 
Batter sec . 


Iniroducing Harry Rolls, general fore- 
man and chief colour-matcher in a 
London paint factory where he has 
worked for 53 years. Machines have 
replaced men on most paint processes, 
but a trained eye and skilled judgment 
will always be in demand for colour 
matching. Paint and Varnish are lead- 
ing items among our list of Exports.* 


But. .does craftsmanship mean only 
hand-craftsmanship? Consider the 
production of the pigments, plasti- 


“Who are Britains Craftsmen ?” 


has not been craftsmanship in their 
production also, then the skill of 
the paint maker and of the painter 
will surely be wasted. And if the 
finished article is to be a master- 
piece must there not be craftsman- 
shipatevery stage of its production? 


Monsanto think so and they follow 
this rule in making chemicals for 
a long list of British industries. 
Monsanto plasticizers, preserva- 
tives and basic chemicals play an 
important part in the preparation 
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*IMlustration : 
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cizers and other materials which 
are blended into paint. H there 


of paints and finishes for goods of 
many kinds. 


Monsanto make over 200 chemicals for use in industry. Of 
widely varying application, they all conform to the highest 


standards of craftsmanship in chemical manufacture. 














MONSANTO CHEMICALS 
8 Watertoono Place, 


LIMITED 
London, SE 3 





| T HE purpose of signs is to tell 
without words. Here is a 


sign known to connoisseurs since’ 
1742. It stands for a whisky as soft 
as the dew, with a heart of softly- 
glowing fire. As noble a Scotch as 
any that ever came from Scotland. 





HUMIDOR pack 


Convenient for the pocket, this new 
pack keeps your tobacco really fresh. 


Ask for PLAYER’S 2 0z. pouch. 








WHITE HORSE 
MAXIMUM PRICES :—Bottles 35/-, Scotch Whisky 


4-Bottles 18/3, }-Bottles 9/6, 
Miniature Bottles 3/8 as fixed by - 
_ the Scotch Whisky Association. 
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another step further on the road to nowhere. Again this 
week Mr Nehru has spoken of his deep desire for peace with 
Pakistan and he is certainly sincere, with that all-excluding 

sity that has made his. teputation. But there can be 
+o denying that his terms have created an atmosphere of 
vei in Karachi, and that as the summer of 1951 draws on 
the situation is growing worse rather than better. 

For the moment, although the Pakistan press is in a 
hysterical mood, well-informed people in Karachi do not 
believe that war will start yet, simply because neither side 
wishes deliberately to attack the other. Nor has there so far 
been any exceptional movement of refugees in either direc- 
ion, and this is a hopeful sign. On the other hand, there 
are two serious difficulties to be faced in the next two months, 
and September is likely to be an even more anxious period 
than either July or August. One will be the report to be 
drawn up by the UN mediator, Dr Graham. If he reports 
the failure of his mission, or if the Security Council fails 
to take prompt action on any recommendations he may make, 
there is no knowing when, or where, or how far the hotheads 
will force Mr Liaquat Ali Khan’s hand. The other difficulty 
is the probable taking of a vote in the Kashmir Constituent 
Assembly for accession to India, and India’s acceptance of 
this as a fait accompli. Such actions would contravene the 
Security Council’s resolution of March 30th as a disposition 
of the state contrary to the agreed principles, and some 
Pakistanis might seek to treat that as a casus belli. They 
recognise the obvious danger that such a vote—although 
held in only the Indian-dominated section of the country— 
would give the world a colourable impression of the legality 
of India’s absorption of Kashmir. 


Although British opinion is now widely blamed in India 
for being pro-Pakistan, all that people in Britain desire is to 
be allowed to remain the loyal friends of both sides and that 
both should keep the peace. Whatever the rights and wrongs 
of the dispute, it is clear to the outsider that Pakistan must 
accept some of the blame for the sudden worsening of the 
situation. From June onwards Pakistanis seem to have lost 
patience very abruptly although a great deal was, and still 
is, running in their favour. They would be quite wrong 
to suppose that British sympathies would be extended to them 
if they now precipitated a war. 


* * * 


Local Government Efficiency 


It is hard for the ordinary citizen to understand the 
crazy workings of local government, and he would be 
astonished if anyone were to calculate the time, typescript 
and talk taken for an official_paid £2,000 a year to get £50 
ol expenditure approved. Stimmlated by the Local Govern- 
ment Manpower Committee the London County Council has 
now done a useful piece of self-examination and has decided 
that to save manpower and to improve efficiency it will in- 
Crease the area of delegation to its committees and officers. 


The LCC could indeed have gone a great deal further ; 
but under the pressure of its vast amount of business it 
already pushes down the chain of command a great deal of 
business which by other authorities is transacted protractedly 
and distractingly on the top. As was pointed out a year 
4g0, In an article in The Economist July 29, 1950, it 
would be possible to remove many of the criticisms of local 
sovernment today by improvements in internal efficiency 
father than by the much more cumbersome and. possibly 
less effective method of altering the structure. Central 
severnment departments have made various efforts recently, 
Particularly over schools and: housing, to slough off some of 
‘heir day to day control. None of these attempts has been 
Startling, but they are in the right direction. Local authori- 
tes have not yet reciprocat It may be that further 


‘elorms will come ut of discussions which are now going 
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on, but it is difficult to feel that any big changes are con- 
templated. As long as local authority members insist on 
the kind of detailed financial control they now exercise and 
are not prepared to give their chairmen and chief officers 
a much wider field of authority, so long will they be com- 
pelled, by the pressure of business, to muddle through, and 
to decide the biggest issues without proper discussion. It 
will need courage to undertake the necessary reforms, but 
without them more local government functions will almost 
inevitably be drawn into the net of central government. 


* = * 


Potatoes Reappear 


The potato shortage which struck London and other 
towns last week. is now almost at an end. There is always 
a tendency for potatoes to be scarce at this time of year ; 
it is the “ bridge period ” between the earlies and the main 
crop which comes on to the market at the beginning of 
October. But this year that slight gap was very much 
exaggerated by the fact that the crop of second earlies was 
late and smaller than usual. The weather at planting time 
was very bad, and when at last the farmers were able to 
get on to their land to sow potatoes they were also busy 
sowing corn. The acreage sown to first earlies was 138,000 
acres compared with 183,000 acres the year before. For 
second earlies and the main crop it was 595,000 acrés in 
1951 compared with 683,000 acres in 1950. Because the 
sowing was late the crop was backward, and because the 
early summer was dry the yield was below average. 


The introduction of a controlled price of 2d. per Ib. 
(unsubsidised) on August 1st encouraged farmers to sell all 
they could in July and as little as possible in August ; 
it also concentrated the shortage in the towns by inducing 
them to sell some of their crop direct to consumers instead 
of to their usual merchants. The greengrocers therefore 
asked the Minister of Food to withdraw the price control, 
but Mr Webb argued that a high price for a week or two 
would encourage farmers to lift small potatoes, which would 
be better left to swell ; it would thus be a wasteful use of 
the crop in the long run. 


The whole episode certainly illustrates the inflexibility 
of price control in face of unusual circumstances. But Mr 


- Webb was plainly right to stick to the control last week 


when onee it had been imposed. His decision has been 
justified by the rapid recovery of supplies. This is due to 
the rains of the last ten days which have brought on the 
crop, and perhaps to the fact that farmers were glad to 
get their potatoes to market before the wholesale price fell 
by ros, a ton on Wednesday. With the acreage of the 
main crop well below last year’s, it is possible that the 
shortage may reappear after Christmas, but it is too soon 
to make a forecast. 
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Letters to the Editor 


“One Way Only ” 


Sir,—I for one cannot agree with Mr 
Seers that “the threat of Communism 
stems from the disparity between the 
living standards that people believe they 
should have and what they actually 
enjoy.” The threat of Communism 
seems to me to stem from the fact that 
the rulers in the Kremlin are dedicated 
both by Communist doctrine and by old- 
fashioned Russian imperialism to com- 
munise and conquer the world. That 
they will do without war is possible ; 
otherwise, as Lenin remarked, he didn’t 
mind if three-quarters of the human 
race perished so long as the quarter 
which survived was Communist. 


That is not to say that we should not 
continue to do what we can, and as 
quickly as we can, to raise the living 
standards of the peoples of Asia and 
Africa. But this can only be a long-term 
plan which could have no immediate 
practical effect upon the ambitions of 
the Kremlin. Moreover, there is a 
characteristically pharasaical ring about 
these proposals. It is as if no one had 
ever given a thought to solve it. Persia 
is a typical (and topical) example. If 
ever given a thought to the problem 
before, still less done anything practical 
to solve it. Persia is a typical (and 
topical) example. If ever Western 
“ economic and technical aid” made the 
desert blossom, it is there. There was 
mutual aid at its best. But I have yet 
to hear any of the authors protesting 
against Persian intransigence.—Yours 
faithfully, GILBERT LONGDEN 

House of Commons. 


The Borderline of Treason 


Sir,—Your thoughtful article in The 
Economist of August 11th must surely 
have made many of us re-assess certain 
values. 


The great point that was made at the 
trial of William Joyce was brilliantly 
expressed as “Protection draws 
allegiance, allegiance draws protection.” 
As was said’ at the time by one com- 
mentator, if William Joyce had got off 
then a British passport would have 
become worthless. In leaving these 
shores, Winnington travelled on a 
British passport. His extraordinary 
route to China from London was by 
way of Prague, where, curious coinci- 
dence, he was able to report the pro- 
gress of the coup d’état to the satisfac- 
tion of the Daily Worker. Under whose 
protection he moves today one can only 
guess, but he must have reached his 
Communist haven on a British passport 
and he certainly remains accredited to 
a London newspaper. 


In the same way, Mrs Felton mst 
likewise have travelled on a British pass- 
port, going and returning under its 
protection. If we accept the impossible 
conception that protection need not 
draw allegiance, then we have only our- 
selves to blame if allegiance is held to 


draw protection on the same haphazard - 


principle. “Treason” may indeed be 
a harsh term to apply ; but at least we 
must admit that we are in these cases 
dealing with something that is cer- 
tainly not loyalty, and it is the interest 
of all to define the offence and punish 
future offenders.—Yours faithfully, 
Llandaff 2 F. J. BROWN 


Sir,—Disloyalty, hard to define, is 
easily recognised if pronounced enough 
to be dangerous to us or to our Allies, 
and will be decisively repudiated by the 
vast majority of us, so the risk we run 
from treason will be a much less evil than 
the injury to our rights of free speech 
and discussion, caused by further treason 
laws. 

What practical damage can the Daily 
Worker reporter do to us? He is much 
more likely to give away useful informa- 
tion to the United Nations’ intelligence 
service than to demoralise our troops or 
their friends at home. 


It may seem hard to give so much rope 
to the disloyal, and so little to our fight- 
ing men ; but hard cases make bad law, 
and if we are too extreme in attacking 
what is done amiss (in the absence of 
practical injury) we shall defeat our own 
ends, as the House of Commons may do, 
if it gets too finicky about “ privilege.”— 
Yours faithfully, W. E. Horrocks 

North Wheatley, Notts. 


Dividends Under Control 


Sir,—In each of the five paragraphs of 
the letter from your correspondent, Mr 
Austen Albu, MP, in your issue of 
August 4th, there is contained a fallacy or 
unpractical suggestion which, it must be 
regretted, is typical of much of the 
muddled economic thinking which we 
must now expect from many members 
of Parliament. 

Thus, in paragraph 1, “there can be 
none [no argument] in support of a 
return to investors which exceeds the 
gilt-edged return by much more than the 
risk involved.” Whether the gilt-edged 
return is, for this purpose, the yield from 
Exchequer Bonds or, say, 4 per cent 
Consols or whether the words “much 
more” refer to I per cent or Io per cent 
is unstated: “the risk involved” pre- 
sumably is to be decided by the 
Treasury, with or without the help of 
Mr Albu. After recent Government 
losses on semi-commercial projects, there 
can hardly be confidence in departmental 
ability to assess commercial risks. In 
this connection, Mr Albu should note 
that quite a number of shares of 
engineering, textile and plantation com- 
panies were giving yields of 10 per cent 
and more prior to dividend limitation, 
and new companies in the same cate- 
gories must be capitalised on similar 
standards. Or does he suggest com- 
pulsory investment ? 

In paragraph 2, dealing with large 
companies, he says, “it cannot be argued 
that... pete are an incentive to 
enterprise or iency .. . the majority 
of shareholders play no part in their 


no doubt, be gratifying for 


ties by the Treasury. Also “ investors 


difficult to extract. 


“effect on our national economy would 
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policy or management...” Th} will 


shar : 
who have made the position fan 
great concerns possible, and thereby 
helped to stabilise regular employmen 
‘for a large number of workpcople. 
Paragraph 3 implies thar 
companies are less important 
ting new products and new PLOcEsses 
since “in so far as they [companies dic 
tributing less than £10,000] are respon. 
sible for new products and rey 
processes they will continue to receive 
a commensurate .. . reward.” Thy 
numerous small holders of the larger 
industrial companies are apparently Jes 
important than those in the rich one-may 
companies. 
Paragraph 4 is particularly enlighten. 
ing since “when the large public com. 
panies need new capital for simi 
purposes, they should find no difficulty 
in raising it On terms which allow only 
a limited return . . . § per cent is ample 
to cover all risks except those arising 
from a major slump.” (Issuing Houses 
please note!) There is apparently » 
be no consideration of equity or 
quality, and presumably the presence of 
a major slump would be officially notified 
to the industrial and financial communi 


the larger 3 
in formula. 


will still be willing to invest in shares 
paying appreciably above the gilt-edged 
rate.” Again, no explanation is given 
this meaningless phrase. 

Finally, paragraph 5 makes an abstraq 
plea for different but unspecified wea- 
ment for different sized companies, No 
indication is given of how, when or why. 
—Yours faithfully, 

GopFrREY J. CHANDLER 

Friern Barnet. 


Sulphur Shortage 


Sir,—In your issue of May 12th it was 
said that “Reserves (of sulphur) at 
thought to exist elsewhere in the world, 
in New Zealand and Iceland, {or 
example, which are at present ul 
exploited.” 

New Zealand’s sulphur resources have 
been carefully surveyed, and the tot 
pure sulphur content of some thirteen 
deposits in the North Island has been 
assessed “at about 16,300 toms. 
element occurs mixed with pumice ae» 
other impurities. : 

Some 32 miles off the North Island 
coast there is the uninhabited, 700 ace 
White Island, which is a scene d 
geothermal activity. Several compants 
have worked White Island intermittently | 
since 1843 and have extracted altogeth 
some 10,000 tons ; the last venture ¢ 
with serious loss of life. ‘The sulphur 
remaining is in small quantity and is 9 


New Zealand used 73,000 pee 
ulphur in.1950. If all the native sv } 
pies regardless of 0st, 
small.—Yours faithfully, 

E. J. Fawcett, Director-General 

Department of Agriculiu®, 
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New Rifles for Old 


sir—In the Note im your issue of 


July 14th you are a little severe with 
the “ military experts.” 

In order to give a high rate of aimed 
fre by means of a bolt mechanism 
worked by hand, the .303 was designed 
19 take rimmed ammunition. The design 
was simple and’ successful and resulted 
‘aa rifle superior in respect of rapid 
Gre to the German Mauser taking rimless 
ammunition, and equally accurate at long 
range. The 1914-18 war demonstrated 


the need to mechanise small arms fire 


in order to increase the areas which 
could be denied to the enemy by the 
id density of the fire sweeping 


| them. There was a demand for a light 


machine gun of far greater dependability 
than the Lewis gun. The chief trouble 
was due to the problem of disposing of 
the spent rimmed cartridge case by 
means simple, light, reliable mech- 
nism. This problem, it was found, was 
sreatly simplified if a rimless case was 
The military experts con- 
sidered it would be wise first to produce 


emnioye 
Cite 


a new simple reliable light machine gun 
taking rimless ammunition to be fol- 
lowed by an entirely new rifle taking the 
same ammunition. A high rate of rifle 
fire being no longer so necessary, it was 
thought that the new rifle should be 
more like a sporting rifle and particu- 
larly .designed for quick accurate per- 
formance at ranges beyond that of the 
sub-machine gun. 


After long tests the Czech ZGB was 
selected with its rimless ammunition of 
the standard size used in Europe. At 
this stage the military encountered the 
civit experts (they control the purse 
strings!) who contended that to intro- 
duce a new calibre of rimless ammuni- 
tion would render useless the stocks of 
.303 rimmed and the machinery for 
making it. It-was useless to point out 
that existing stocks would be exhausted 
long before rearmament could take place. 
The military experts were ordered to 
redesign the ZGB, a long, difficult and 
thankless task, which failed to produce 
the Bren in quantity by the outbreak of 
war and ensured the continuance of the 
.303 until this day —Yours faithfully, 

Hemel Hempstead R. C. Money 
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Mauritius and the 
Seychelles 


Sir—The Mauritian education prfo- 
gramme referred to in your article of 
July 21st is not only ambitious but suc- 
cessful, and it is this which constitutes 
the greatest potential, if not actual, 
problem for the island. The island is 
clearly overpopulated and emigration 4s 
discouraged. Hence, there is a bottle- 
neck of intelligence and ability which 
the professions cannot assimilate. 


The tension is normally released by 
recruitment on a non-commissioned level 
into the Royal Pioneer Corps. The 
recruits are transhipped for training to 
the Canal Zone, Egypt, where they 
seethe in indignation at cdlour discrimi- 
nation and “wog” treatment, returning 
home to foment already strained 
relations. 


In these respects therefore the educa- 
tion programme tends to do more evil 
than good.—Yours faithfully, 

Louis OZANNE 

The Queen’s College, 

Oxford 


Books and Publications - 


Managerial Evolution 


The New Society. By Peter F. Drucker, 

Mr Drucker is not an economist ; his 
concern is with political economy, the 
accent being firmly on the ‘word 
“political.” Throughout this penetra- 
ting, comprehensive, enormously stimu- 
lating and frequently exasperating book 
he studies the problem of modern 
industrial organisation as a political 
problem, a problem of power, responsi- 
bility, allegiance, legitimacy, and the 
techniques of government and citizen- 
ship. The unique feature distinguishing 
the industrial enterprise from all other 
political entities is that it must by its 
very nature give primacy to economic 
aims. Profitability, the production of 
more wealth than it consumes is its 
rason d’étre. Questions of ownership 
leave fundamentally unaffected the 
harmony between the interests of the 
enterprise and of society, since society 
demands the production of that surplus 
as the necessary condition of a dynamic 
Progress which it cannot renounce. Its 
production is the responsibility of 
Management, essentially the most impor- 
lant governing body of today, a 
pluralistic element in the politi 
picture. Here the argument of Mr 
Burnham’s “ Managerial Revolution” is 
recalled but not echoed. 

The primacy of economic motives 
brings about a political dis- 


harmony within industry itself—and this 
regardless of whether ownership is 
Ptivate or public, whether management 
‘S tyrannous or benevolent, whether the 
Workers are represented or not. To 
Management, wages are a cost, to workers 
they are an income ; to management, a 


Heinemann, 


339 pages. 15s. 


flexible labour burden is essential, to 
the worker, security of livelihood is 
equally so. Even with full worker 
ownership this conflict persists. “Sure, 
this is my plant,” quotes Mr Drucker, 
“but somebody has to protect my rights 
as a downtrodden working stiff against 
my privileges as a bloated capitalist 
stockholder.” That “somebody” must 
be the trade union; the union is 


' inevitably, in political terms, an opposi- 


tion—and one which cannot come to 
power without automatically taking on 
the lineaments and role of its adversary. 
The worker, consequently, suffers from 
a split allegiance ; the union leader, once 
the union has achieved recognition and 
respectability, suffers from a divided 
purpose. 

Management itself also suffers from 
what one may call a “constitutional” 
confusion. It generally understands its 
own functions very imperfectly, it lacks 
mutual comprehension between its own 
ranks, it is, compared with other systems 
of authority, appallingly weak in its 
methods of self-perpetuation. In the 
workers’ opposition to essential profit- 
ability, in management’s unawareness of 
its own function, in the basic antinomy 
of the unions, Mr Drucker finds dis- 

ieting evidence that “the trend in 


American industry is towards the social . 


melting point” where a free society 
becomes impossible. He is firmly anti- 
Utopian. The remedies he proposes will 
not an ideal society, merely, at 
best, “a livable society for our time.” 


’ ‘They include emphasis on the “plant 


community” as a self-governing social 


unit, a “rational” wage policy within 
whose framework particular bargains 
shall be negotiated ; profit-sharing, not 
by distribution of dividends to 
individuals but by the building up of 
common funds ; a “ predictable income 
and employment plan” for each enter- 
prise, offering not an impossible too per 
cemt security but guarantees based on 
experience and enlightened forecast ; 
reform of those union regulations which 
either impair civic freedom or immobilise 
labour ; federalism in big _business—a 
more radical and fruitful concept than 
decentralisation ; the encouragement of 
competition, not by hostility to bigness 
as such but by removal of discriminations 
against’the small, the young, the experi- 
mental. Mr Drucker condemns the 
centrally planned economy as magnify- 
ing, without resolving, virtually all the 
problems of big business; “middle 
way ” democratic socialism he regards as 
a necessary evil for nations faced with 
dislocation crises akin, in their acuteness, 

the strains of war. The best hope lies 
in free enterprise, American style; but 
only if free enterprise faces its own 
political implications. 

His book stands wide open to 
criticism. His view of “ mass produc- 
tion” society as something wholly novel 
economically and politically, to which all 
previous theory and experience is 
irrelevant, suggests a very superficial 
reading both of history and of 
economics ; on trade cycle and depres- 
sion theory. he is naive; he seems 
unaware of any possible clash between 
“ profitability” and welfare. Never- 
theless, “The New Society” is better 
worth reading and serious thought 
than many a book less open to criticism 
in detail . 
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America and Russia since 
1809 


America Faces Russia. Russian- 
American Relations from Early Times to 
Our Day. By Bailey. 
Cornell University Press (London: Geoffrey 


Cumberlege). 375 pages. $4.00 and 32s, 


Thomas A. 


The development in _ international 
relations which made the United States 
the protagonist in a world conflict with 
Communist Russia came about with 
extraordinary swiftness, and it is now 
difficult to realise how strongly pro- 
Soviet in 1945 were both the Adminis- 
iration in Washington and the main body 


of American public opinion interested in 


foreign affairs. In those days the 
advocacy 6f an American-Soviet partner- 
ship for running the world was based not 
so much on the fact of wartime alliance 
as on the contention that American and 
Russian national interests did not, and 
never had, clashed, whereas Britain and 
Russia had nearly always been at logger- 
heads ; therefore, it was urged, the peace 
of the world depended on America and 


. Russia getting together,.as the two 


strongest postwar powers, and ~ not 
allowing Britain to make mischief 
between them. As so much then was 
made of the tradition of American- 
Russian amity, it is of great interest to 
trace the history of these relations and 
see how and why they deteriorated. 


Professor Bailey of Stanford University 
has written an account of American- 
Russian relations, beginning with the 
arrival of John Quincy Adams in St. 
Petersburg in 1809.as first minister of 
the United States to the court of the 
Tsar and ending with the Atlantic Pact 
and last year’s outbreak of war in Korea. 
Ii is a very fair-minded piece of historical 
writing, supported by wide research, 
particularly on sources for American 
public opinion at different periods, 
though marred by a number of factual 
errors, such as the -assertion that the 
Russians set up the Lublin government 
in Poland during the last war before 
breaking off diplomatic relations with 
the Polish government in London. In 
general, the book establishes the fact 
that, although there has been in the past 
relatively little conflict between America 
and Russia at the diplomatic level— 
questions such as that of Alaska were 
settled amicably—there has always been 
a strong American popular antagonism 
for the habits of Russian despotism. The 
frontispiece illustration reproduced for 
a book entitled “ Siberia and the Exile 
System ” published in 1891 might have 
been taken from a pamphlet on Soviet 
forced-labour camps at the present day. 


However, between 1941 and 1945 all 
such things were forgotten in America, 
and public opinion was highly favour- 
able to the Soviet regime, while President 
Roosevelt pursued a policy of staking all 
on Russian good will which was,-in Pro- 
fessor Bailey’s words, “in the nature of 
a gigantic gamble.” The outcome is 
aptly summed up by the author with the 
remark’ that just as Pear] Harbour 
unified America for the Second World 
War, so the “crude and blustering 


> 


” 


tactics” of the Soviet leaders in the 
immediate postwar period aroused the 
American people, who were “ in a mood 
to be lulled to sleep,” to undertake a 
“huge and costly preparedness pro- 
gram,” for the defence both of itself 
and of the whole free world. 


A Change of Mind 


Reflections on the Constitution. 
By H. J. Laski, 
Press. 220 pages. 


Manchester University 
12s. 6d, 


Professor Laski delivered three 
lectures at Manchester University in 
February, 1950, shortly before his death. 
They are now printed with the addition 
of a useful index but without the editing 
that sometimes makes excellent essays 
out of rather formless academic dis- 
courses. This should moderate 
criticism. Yet no revision could have 
changed this book’s main significance. 
Mr Laski’s last essay in political theory 
would stil] have stood as a remarkable 
monument to the muddleheadedness of 
the British Left at the beginning of the 
nineteen-fifties. 


The subjects of the three lectures were 
the House of Commons, the Cabinet and 
the Civil Service. Although the treat- 
ment is discursive, the general impact is 
plain: it is conservative and optimistic ; 
there is litthe wrong with the British 
constitution, and it is probably flexible 
enough to be adapted easily to such 
reforms as changing conditions demand, 
In all this Mr Laski showed a wholly 
admirable ability to change his mind. 
The muddle arises from his unwilling- 
ness himself to recognise that he had 
changed his mind. In 1938, in his 
“Parliamentary Government in  Eng- 
land,’ Mr Laski propounded with some 
brilliance an approximately Marxist view 
of the British system of government. It 
was established by property owners én 
the interests of their property ; it was 
admirably suited to the period of 
capitalist expansion, but it was unlikely 
to survive. How, then, did it come. to 
be working so well as Mr Laski thought 
in 1950, after being used for five years 
for an attack on property by a Labour 
government? Mr Lasks still argued, 
as he had done before, that until 1914 
Britain was 

governed by a single party divided into 

two groups each of which had little 

difficulty in accepting the same major 

principles of action. 
But where in 1938 he thought that the 
rise of the Labour Party constituted a 
revolution, probably incompatible with 
parliamentary government, in 1950 he 
was comtent to say merely that it had 
“ profoundly ” altered the character of 
Parliament—without, apparently, shaking 
the foundations of parliamentary govern- 
ment at all. Since the analytical basis 
for this change of view was not dis- 
cussed, the"lectures were disappointingly 
superficial and confused. 


Mr Laski examined various proposals 
for constitutional reform—notably Mr 
Amery’s—and found most of them 
unsatisfactory. He contributed some 
useful suggestions of his own. Perhaps 
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his most noteworthy practica) ju 

is that “the work of the permanen; civj 
servants at the top of the hierarchy Pi 
far less creative in the second world ™ 
than in the first”; the basis a 
implications of this view deserve mu 
fuller consideration. But, while Mr Lai 
could call on a_ powerful logic ‘ 
dismiss many Criticisms of Parliament 
he could also commit himself to sy} 
views as that “ a government ought to jy 
free, save On Occasions like Munich, jo 
choose its own time for an appeal to the 
electorate.” Who judges what ig {ik 
Munich, and have there often been 
occasions when an election would more 
certainly have confirmed an eXisting 
government in office? Again, Mr Laski 
asserted = that Mr = Chamberiain’s 
“disastrous” foreign policy “om. 
pelled” the Labour Party to refuse 10 
serve under him. Was it then the Labour 
Party, not Mr Churchill (who did serye 
under Mr Chamberlain), that had pro- 
vided clear-sighted criticism of appease- 
ment ? But though Mr Laski was often 
wrong, and though in 1950 he had litik 
to add to the understanding of cop. 
stitutional theory, his last work is like ai] 
the others in being important reading— 
not least because of its prejudices—igr 
students of politics and political theory. 


Economic Averages 


What Happens During Business Cycles. 
A Progress Report. By Wesley ¢. 
Mitchell, National Bureau of Econme 
Research, U.S.A. 386 pages. $5.00. 


This book was intended as a tentative 
report on the results so far obtained by © 
the National Bureau of Economic 
Research in the ‘ambitious programme 
of measuring business cycles on which 
it has been engaged for thirty years. 
Unfortunately, its author died before 
writing his detailed sections on expan- 
sion, recession, contraction and revival, 
and when even the genera! section on 
business cycles was unfinished. His 
editor has wisely refrained from attempt- 
ing to complete the origina! design, © 
that what is presented here is only the 
less interesting—though stil! valuable- 
first half of what would have been a 
important book. es 

The author begins by describing 
briefly the intentions, methods snd 
materials of the National Bureau’ 
research project. The details at 
already available in the Bureau’s carliet 
fat volume on “ Measuring Business 
Cycles,” but they are here presented 
a form more useful to the non-specialist 
Part II, which occupies two-thirds of 
the book, is devoted to variations In the 
cyclical timing, conformity and ampli- 
tude of nearly 800 series representing 
specific activities, and to differences © 
cyclical behaviour within and betwee, 
these series. The detailed study of thes 
variations not only gives quanulalve , 
content to a — of se 
accepted notions about business “7” 
but siec diachones a number of interesting 
details—for example, cattle ey“? 
varies cyclically, but hog slaughter ("™* 
the wholesale price of bananas) varies 
contra-cyclically. Part I] makes 2 stat 
at fitting all this specific information 
into-a general account of busingss © 
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enough. 


One of the most important findings is 
hat business cycles have their own 
veculiar time-shape, which does not 
seem ro conform at all closely to what 
can be produced by a mathematical 
, a great pity that Mitchelf died 
before finishing the book ; Dr Burns’s 
introduction makes clear what a great 
jeal of interpretation remains to be done. 
What Mitchell completed, however, 
leaves unanswered two basic doubts 
about the National Bureau's approach. 
he first relates to the bureau's 
ubiquitous averages, which automatically 
create cycles where some ¢conomists see 
only intermittent fluctuations of activity. 
The second relates to its Benthamite 
determination to have each series count 


as one; where the bureau asserts that 


“all animals are equal,” the average 
economist would want to add “ but some 
are more equal than others.” 


Co-operative Utopia ? 


The British Co-operative Movement 


in a Socialist Society. By G. D. H. 
Cole George Allen & Unwin, 168 
pages, 128. 6d. 

The future of retail distribution is a 


territory that orthodox economists and 
socialist philosophers alike fear to tread. 
Here is Mr Cole rushing tm—not even 
exploring the problems of the next few 
years, but actually mapping out socialist 
policy for a generation or so ahead. If 
he succeeds in touching off serious dis- 
cussion of the subject within the Labour 
movement, his boldness will be justified. 

The book’s chief proposals are original 
Starting with the co-operative 
movement as a socialist experiment, Mr 
Cole concludes that it is as undesirable 
8 it is unlikely for the co-operatives to 
succeed, unaided, in establishing any 
monopoly of the trade in consumer 
goods. He then goes on ‘to inquire what 
the architects of the collectivist economy 
of the future can hope to put in place 
ot large scale capitalist enterprise when 
the time comes to socialise retail trade. 
Nationalisation is too bureaucratic and 
centralised for this purpose ; municipali- 
sation has equally obvious drawbacks. 
His problem is to reconcile the principle 
% consumers’ choice (which implies 
diversity and competition) with that of 
public ownership and democratic con- 
trol. His solution is to leave the existing 
‘o-operatives and a fringe of small scale 





private traders to go their own way, but 
for the state to take over the large chain 
and department stores and put them 
under a form of consumer control. 
These “mutual” trading concerns, 
reorganised on a local basis by state and 
municipal nominees, are intended 
gradually to co-opt the consumers into 
their management by the device of pay- 
ing dividends on purchases, which will 
accumulate to confer shareholding and 
voting rights on loyal customers. 


There is nothing inherently fantastic 
about this forcible extension of the 
co-operative formula, if, as Mr Cole is 
careful to assume, it takes place in an 
economic and social climate already 
sufficiently collectivist. This condition, 
however, begs’ the whole question. If 
ever public opinion is ripe for such a 
scheme, the whole nature of capitalist 
enterprise in the consumer goods trades 
is likely to have altered out of all 
recognition. Meanwhile, interference 
with retail trade will continue to be 
political dynamite. It is even probable 
that mary professing socialists will be 
shocked by this cold-blooded attempt to 
translate the comfortable beatitudes of 
their creed into the stuff of everyday 
life. 


Symposium on_ Incomes 


Studies in Income and Wealth. Vol- 
ume 13. Published for the Conterence 
on Research in Income and Wealth by 
The National Bureau of Economic Research, 
1951. XIV + 587 pages. Price $6. 


The volume and variety of data on the 
distribution of personal incomes in the 
United States are in striking contrast to 
the dearth of such information in this 
country. Here the mainstay of income 
distribution estimates (until the 1949-50 
income census is published) is an income 
census for 1937-38 taken on the basis of 
income tax returns. There it requires 
an army of research workers to analyse 
and digest for practical purposes the 
mass of material collected annually. 

This symposium of papers was pre- 
sented at the 1949 meeting of the United 
States Conference on Income and 
Wealth, a meeting devoted entirely to 
income size distribution. The basic 
material, which was discussed and 
analysed and which represented the 
fruits of about ten years statistical 
reporting in the United States, included 
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ten field. surveys of family income, be- 
sides returns collected by the Bureau of 
Internal Revenue tax, the Bureau of Old 
Age and Survivors’ Insurance and the 
estimates of aggregate incomes by source 
and of numbers of families and single 
individuals made by the National Income 
Division of the Department of Com- 
merce and the Bureau of the Census. 
Most of the fourteen authors and joint- 
authors have had practical experience in 
collecting the data they criticise. The 
scope and variety of the American 
economy gave them a wide field over 
which to range in their methodological 
discussions. 

The result is a stout volume of con- 
siderable practical interest to all who 
make or use estimates of the size distri- 
bution of personal incomes. The em- 
phasis is on the methodological aspects 
of the subject rather than on. its theory 
or on the actual results of the surveys. 
There are no startling discoveries and 
no new theories, but there is the result 
of much critical and painstaking analysis 
of detailed statistics and much sensible 
criticism of the statistical reporting 
procedures which gave rise to them. 


Shorter Notices 


Annual Abstract of Statistics, No. 87 
1938-1949. Central Statistical Office. 
HMSO, 311 pages. 19s. 6d. 


The new Annual Abstract continues as 
in the previous issue to give a wealth of 
information in a well-presented form. As 
well as revising material and bringing it 
further up to date, some new tables have 
been added which include fertility statistics 
and a useful enlargement of national 
imsurance statistics. A note of warning 
must, however, be sounded. Revision of 
certain series seems inevitable as later 
information becomes available and in some 
cases they have already been altered by the 
time the annual volume is published. This 
applies, in particular, to figures of employ- 
ment, national income and balance of pay- 
ments. 


Directory of Shipowners, Shipbuilders 
and Marine Engineers, 1951. Tothill 
Press Limited. 880 pages. 308. 


The forty-ninth edition of this directory 
follows the general arrangement adopted 
four years ago. It gives details of leading 
shipping and shipbuilding companies of 
the world and the services they provide. 
A great deal of new material from Ger- 
many, Italy, and Japan has become avail- 
able. The inclusion of five indexes docs 
mot seem excessive for the amount of 
information provided. 
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AMERICAN SURVEY 








Fair Share for Labour 


Washington, D.C. 


“THE economic strength of organised labour in the United 

States is enormous, but its political strength is at best 
sporadic and is now at its lowest point. Nevertheless, of its 
own free will labour has denied itself the use of its economic 
power during the defence emergency in exactly the place 
where it has greatest need of this, its most effective weapon. 
For the American Federation of Labour and the Congress of 
industrial Organisations have made what is termed “an 
implicit no-strike pledge, limited to disputes in the area of 
wages,” and to industries affecting the national defence. As 
it works out in practice, however, the pledge is much more 
real than the word “ implicit ” would suggest, and the limita- 
tion much less real. By the very nature of collective bargain- 
ing, when a trade union undertakes fot to strike for wages it 
bars itself from striking for other benefits which supplement 
or take the place of wage increases. 


The no-strike pledge was given in fact, though not in 
those specific words and not without qualification, when the 
two labour organisations agreed to participate in the tri- 
partite Wage Stabilisation Board (WSB) and subscribed to 
its regulations. This really meant that the trade unions 
agreed that, in all labour disputes affecting defence produc- 
tion, and there afte few important ones that do not, they 
would abide by the majority verdicts of an arbitration board 
made up of representatives of labour, management and the 
public, whose decisions are subject to the approval of one 
man representing the government, the Economic Stabiliser, 
Mr Eric Johnston. 





« 


But in labour’s “ implicit” pledge, there was an equally 
“implicit ” condition, based on logic and fair play, if on 
nothing else. It was that, in place of labour’s economic 
weapon, the strike, there should be substituted a mechanism 
to provide, firstly, for the maintenance of real wages and, 
secondly, for their increase by an amount roughly equivalent 
te the economic gains accorded to, or wrested by, other less 
inhibited elements in the nation. This month the WSB took 
the final step needed to accomplish the first objective; its 
major problem in the coming six or eight months is how to 
effect the second. 


-After last January’s temporary freeze of wages and prices, 
Mr Johnston quickly allowed workers to negotiate for wage 
increases up to 10 per cent above the levels of January, 1950, 
a figire roughly comparable to the change in the cost of 
living since that date. A few weeks later, he permitted the 
continued operation of “ escalator ” clauses in wage contracts 
negotiated before the freeze, even though they might go 
through the 10 per cent ceiling. These clauses provide for 
the automatic adjustment of wages, usually every three 





** AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 
are written in the United States carry an indication 

- to that effect; all others are the work of the editorial 
staff in London. 











months, to compensate for changes im the cos: of living in | 
the preceding quarter. ‘They constitute onc of the mg 

important and promising advances toward stable labour 

relations made in the last decade. The decision. however, 

created two classes of workers, those who could maintaig. 
their real wages in the face of rising prices and the many 

more who were not allowed to do so. To end this impossible: 
situation, the WSB recommended early this month that the 

latter group might negotiate similar escalator clauses, if j 

wanted to, or that its members, if they preferred more cop _ 
ventional flat wage increases, might seek them at six-monthly 

intervals in amounts proportional to cost-of-living increases, 
Mr Johnston must approve the recommendation as a simple 

matter of fairness. 


A decision on this point might have been avoided, or a 7 
least postponed, had it not been for the burlesque of a 
inflation control law passed by Congress in July. But under 
its price control provisions, or rather its lack of them, there 
is no prospect of holding the cost of living anywhere within 
10 per cent above the levels of January, 1950. 


* 


Congress’s emasculation of anti-inflation powers will aso 
force the WSB to find an answer to its second problem, | 
that is how labour, as well as farmers and businessmen, can 
share in the rise in the nation’s prosperity. Spokesmen for 
those groups, in and out of Congress, never tire of arguing 
that support prices for agricultural products, and the pro 
hibition of effective price controls on them, are necessary 
incentives to production, as are also opportunities of making 
ever higher profits in industry and trade. Within limits, the | 
arguments are probably right but, if so, then 1t is also ime 
that the workers need some incentives too. 


If labour’s future economic benefits, over and above the 
maintenance of its real wages, could be, in fact, actual incet- 
tives to and rewards for higher production, as farm and com 
mercial profits are supposed to be, then they could be pe” 
mitted without fear of inflationary consequences. A device 
for achieving this is to be found-in the contracts of the 
United Automobile Workers negotiated by the umons 
president, Mr Walter Reuther, who was also the pioneer d 
the escalator clause. In addition to the automatic cost- 
living adjustment, those contracts provide for the grant d 
an annual wage increase of four cents an hour, or about 44” 
per cent, the estimated national yearly gain in producti. 


The WSB and Mr Johnston approved the continuilg 
operation of these clauses in existing contracts. just a te) 
approved the cost-of-living escalators. By the same lop 
they must approve equivalent productivity bonuses for al 
other workers.» But the n is remarkably difficult. I 
the case of the General Motors Corporation, wich welcoms 
the bonuses as enthusiastically as. does Mr Reuther, 1 ® 
certain that the real productivity achieved wil! equal of 
more probably, exceed the wage increases : 10 ay evenly 
the company has agreed in the contract not to vs te aq 
an argument to justify higher prices for its outpu! ©" 
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other companies may not have the same productive skill. 
Although, in the present tight labour market, almost all 
employers will be delighted to pay a productivity bonus, 
some of them will not realise an equivalent gain in produc- 
tivity and most of them will insist on using the additional 
payment as an clement of increased cost warranting higher 
price ceilings. In those cases, obviously, the bonus will 
have dangerous inflationary consequences. 


The test case will come in the steel industry. The con- 
tracts of Mr Philip Murray’s United Steel Workers expire 
on January Ist. His men need an increase of about 12 cents 
an hour—four cents_for the rise in the cost of living, which is 
easy, four cents for the increase in productivity in 1951 and 
four cents more for that in 19§2, for the bonus in the auto- 


mobile industry is anticipatory and Mr Murray must get 


what his young rival, Mr Reuther, is getting. 

The steel industry is unlikely to object to the amount, pro- 
vided, and provided only, that it can use the last two four- 
cent grants, as it can the first, to justify higher price ceilings 
for steel. So far, it shows no signs of conceding the princip!e 
of productivity gains that Mr Reuther taught the automobile 
industry to embrace. To complicate the matter further, it 
is by no means certain that Mr Murray wants the grant to 
take the form of a productivity bonus. For his philosophy of 
labour-management. relations is as far behind that of Mr 
Reuther as the steel industry is behind the General Motors 
Corporation in the same field. He is an inherently conserva- 
tive man, intensely distrusting Mr Reuther and his 
* socialistic ” notions, 

How Mr Murray decides to play the game will set the 
pattern for most of the rest of American labour, just as the 
attitude of the United States Steel Corporation in the case 
will set the pattern not only for the steel industry but, as is 
usual in the United States, for the rest of all heavy industry 
as well. And, with respect to labour and management and the 
country’s economies as a whole, the solution of the WSB will 
be for the defence emergency period what the “ Little Steel ” 
wage formula was in the last war. 


American Notes 
Foreign Aid Under One Roof 


In the first round of this year’s debate on foreign aid, 
the Administration has lost less than it feared in dollars— 
$650 million cut out of a total of $8.5 billion—but it has 
been routed on the control of the mutual security programme. 

he House Foreign Affairs Committee has recommended 
Unanimously the creation of a single independent agency, 
to be known as the Mutual Security Administration, to run 
oreign aid, which this year for the first time was sub- 
mitted in a single package. The military would continue 
® procure and distribute thilitary equipment, and the 
Fesponsibility of the State Department for “ over-all” foreign 
policy is specifically safeguarded. But instead of the 
o-ordinating committee under State Department leadership 
which at present allocates aid funds and which the Adminis- 
tration wishes to continue, there would be a single adminis- 
‘ator of Cabinet rank, in whom authority and responsibility 
would be concentrated, as they were in Mr Hoffman when 
he Economic Co-operation Administration was made inde- 
Pendent of the State Department. Such a solution has 
“ditional charms for those who would not be sorry to lessen 

t Acheson’s powers. 
Last week the Brookings Institution published a report 
which, unlike most earlier private studies, argues that the 


State Department is the only agency to administer foreign aid — 
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programmes and co-ordinate all action dealing with foreign 
affairs. But this report is probably too late, even if it were 
enough, to convert the Senate committees, which have con- 
cluded their hearings and in their draft are likely to come 
down on the side of an independent agency, even though, 


if confusion is to be avoided, its independence cannot get 
very far. 


The cuts made by the House Committee fall most heavily 
on economic aid, which loses $400 million of a total of 
$2.2 billion, while military assistance is reduced by only 
$250 million out of $6.3 billion. The same pattern seems 
certain to be repeated in the Senate, where even Senator 
Taft, though he favours a $1 billion cut in economic aid, 
disapproves of any reductions which might jeopardise 

eneral Eisenhower’s chances of success in Europe—and 
give substance to. the spiteful rumour that he is trying 
to undermine his chief rival for the Republican nomination. 
The Senate committees will be strengthened in their resolu- 
tion by reports, filtering out of a party of Senators who 
visited Europe last month, though since denied, that General 
Eisenhower believes the United States must push ahead 
rapidly to rearm Europe or else abandon the effort entirely, 
and that in time it niight even be necessary to send more 
American divisions to Europe. 


The Senate Foreign Relations Committee has already 
approved $400 million for Spain, divided equally between 
military and economic aid, and deleted the criticisms of 
General Franco which its sub-committee expressed. 
Strangely enough, after all the MacArthur furore, the 
Administration’s request for $307 million for General Chiang 
seems more likely to stir up a storm. This is presented as 
the simple consequence of the Korean war and the decision 
to deny Formosa to the Communists. But it is a third of 
the total allotted to the whole Far East, and even Senator 
Connally, one of the Administration’s leaders, in challenging 
it, remarked scornfully that if General Chiang cannot protect 
Formosa he cannot protect very much. 
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Censuring McCarthy 


The shameful part Senator McCarthy and his staff 
played in defeating Senator Tydings of Maryland last autumn 
receives full, and fully justified, condemnation in a sub- 
committee report, laid at long last before the Rules Com- 
mittee of the Senate. Senator McCarthy is listed as one of 
the three outside influences responsible for the odious “ back- 
street ” campaign in which a faked composite picture—pur- 
porting to show Senator Tydings in conversation with Mr 
Earl Browder, a former Communist leader—and insinuations 
against Senator Tydings’s patriotism and loyalty were 
exploited. This was Senator McCarthy’s revenge for the 
way Senator Tydings had dealt with his charges of disloyalty 
in the State Department. 


The committee does not propose that Senator Butler, the 
beneficiary of this vendetta, should be expelled from the 
Senate, because there are no established rules of. conduct 
which would provide grounds for such action. But it does 
suggest that such standards should be drawn up, and that 
violation of them, whether by a candidate or any sitting 
Senator, should be grounds for expulsion. Two Republicans, 
Mrs Margaret Chase Smith and Mr Hendrickson, who last 
year signed a Republican protest against McCarthyism, voted 
with the Democrats to condemn the Butler campaign. 


The lack of any code of Senatorial conduct—and the 
necessity of securing a two-thirds majority—also means that 
Senator Benton’s demand for an investigation which might 
lead to Senator McCarthy’s expulsion is bound to come to 
nothing. As Senator Benton pointed out, any other Senator 
would have the decency to resign after such a report had 
been tabled, but in Senator McCarthy’s case this is mere 
wishful thinking. Senator McCarthy is not in the slightest 
degree repentant or chastened ; within two or three days 
he was. once more availing himself of Senatorial immunity 
to list 26 employees of the State Department who, he said, 
were being investigated on loyalty charges. One, at least, 
Mr Davies, a high foreign service officer, had been cleared 
and restored to duty the week before with the full confidence 
of the Department. The only cure for Senator McCarthy 
is in the hands of the Wisconsin voters, who next year have 
the opportunity of depriving him permanently of his platform 
and immunity in the Senate. But the Senate will betray its 
own standards, not to speak of its own interests, if it does 
not make character assassination grounds for expulsion and 
thus nip McCarthyism before it spreads. 


* bd * 


Tools Come First 


The machine tool industry, which was starved after the 
war and almost submerged by a flood of government tools 
being sold off cheap, has enjoyed a solicitous and unrelenting 
attention ever since it was realised that aircraft producers are 
behind schedule chiefly because they must wait as long as 
two years for vital metal cutting and shaping machines. The 
chief task of Mr Harold Boyer, head of the new Aircraft 
Production Board, is to reduce this waiting period. The tiny 
industry, whose output before Korea was only valued at 
$250 million a year, will have orders totalling $2.9 billion by 
next June, according to Mr Charles Wilson, director of 
mobilisation. At present rates of delivery, this is a seven- 
year back-log. But Mr Wilson is convinced the industry can 
repeat the miracle it achieved between 1939 and 1942, when 
production soared from $200 million a year to $1.5 billion, 
even though the tools needed today are far more complex and 
no running start has been provided by foreign orders, as it 
was in 1939 and 1940. 


The government is releasing the machine tools it put away 
in 1945 for a rainy day, but unfortunately these cannot fill 
the most urgent needs, which are for machines to turn out 
guided missiles and jet engines. Some tools are being bought 
abroad, from Italy, for example, though this can be only a 


_ has been given first call on its own products, a super- 


’ levies, such as the British purchase tax. 


‘amounts to only about $80 million a year. But political © 
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drop in the bucket. The automobile industry has promi 
if the price is right, to produce machine tools with 
resources kept, in happier days, for producing new mod 

But not much relief can be looked for in this quarter, a. i 
as passenger Cars continue to be turned out. One reason he 
machine tool bottleneck is so tight today is that there . 

wholesale conversion of peacetime tool resources, as rs 
was during the war. Instead, additional plants are bei 
reopened or built. * 


Mr Wilson, acting as fairy godmother to an j; 
Cinderella, has produced with a wave of his wand a feas, of 
incentives and aids, though the indystry_ is stil] inclined 
to grumble that they fall short of what is needed. A $109 
million revolving fund has been created, similar to one 
operated during the war, to finance production of tools eye, 
before manufacturers order them. The machine tool in 
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Ndustrial 


dustry 


: : rori 
to safeguard the industrial seed-corn. Steps belt bes 


ordered to protect and enlarge its supply of skilled labou; 
In meeting the industry’s price complaints, however, M; 
Wilson has been less successful. He ordered the price cop. 
trollers to the rescue when it was realised that the freeze. ip 
January, calculated on delivered prices, in reality rolled the 
industry’s prices back to those prevailing in 1950. Manu. 
facturers insist, however, that the new formula, which relates 
profits to assets rather than production, encourages them 
put on the brake rather than step on the accelerator. If this 
is true, it is certain to be rectified, for nothing is too good 
for machine tools today. 


* * * 


Tariff Ups and Downs 


The Customs Simplification Bill, first introduced las 
year but unlikely to get as far as the Senate floor this year, 
has at least begun its Congressional journey, in the Hous 
Ways and Means Comntittee. The sharpest objections ae 
likely to come from whisky distillers, for under the new 
proposals importers of whisky and rum would pay duty only 
on the alcohol in the bottle, not, as at present, on the water 
as well. Otherwise the Bill does not provide for any specific 
reductions in tariffs, but only for streamlining their adminis 
tration, in order to remove the suspicion that even today the 
main purpose of US customs regulations is to prevent 
imports at any price. The most important change suggested 
in the Bill is that in future tariffs should be calculated on 
the import value of the goods, not on their value in thet 
country of origin, which often includes purely domestic 


The official arguments for the Bill are not only that it wil 
reduce the cost of the customs service and increase foreigh 
trade but that it is necessary if the United States is to fulfl 
its obligations under the General Agreement on Tariffs and 
Trade. But at the next meeting of the signatories of ths 
agreement, in September, the United States will ask to b 
released from another of those obligations, the tariff com 
cessions made to Czechoslovakia. The reason for this request 
is not the conviction of Mr William Oatis, the AP correspot- 
dent in Prague, although that explains why Congres 
is demanding that trade relations with Czechoslovakia & 
broken off at once. The request to GATT is the result of the 
latest version of the Reciprocal Trade Agreements Act, 
several weeks ago, which requires the abandonment of 
tariff concessions to countries in the Soviet orbit. (zecm 
slovakia is the only one of these countries that participals # 
GATT ; in the case of the others the United States had only 
to give the necessary notice that it was terminating mos 
favoured-nation treatment. — 


As with the clause in the new Defence Production Ad 
which has just led to the imposition of strict import qu 
on foreign cheese, there is a protectionist flavour about this 
raising of tariff barriers, although the trade affected n0¥ 
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siderations are more important, for Congress is determined 
that the Soviet satellites shall not draw any benefits from the 
United States and its allies, even if the prevention of this 
trade involves cutting off America’s nose in order to spite 
Russia’s face. This has already been.done once, with the 
Kem amendment which would have stopped all foreign 
economic aid if the President had not suspended the measure. 
Representative Battle is now trying his hand at plastic 
surgery ; his proposals, which have already passed the House, 
are workable, giving the President the necessary discretion, 
put they still leave the United States open to the charge of 
trying to teach its allies to suck eggs. Most of them are 
already conducting their trade through the iron curtain along 
the lines that the Battle Bill insists must be followed by those 
who wish to qualify for military and economic assistance from 
the United States. 


. = ” 


Policemen Don’t Strike 


New York City’s 19,000 policemen, said to be the 
largest force in the world, have long complained that their 
lot is harder than that of the rest of the community and 
that their wages, hours and pension arrangements compare 
unfavourably with those of other municipal employees. 
They were thus naturally disposed to listen when Mr Michael 
Quill, head of the Transport Workers’ Union, hissed in their 
eats that, if they joined him, he could give them a slice 
of the apple he had just won for another group of city 
workers, the men who run the transit systems. On July 1st 
the transport workers were awarded a forty-hour week with 
no loss of pay, more than the Policemen’s own Benevolent 
Association had ever been able to win for its members. 


Early this month Mr Quill was claiming that more than 
half of the police force had joined his union. This was 
thought to be an exaggeration but, when he announced that 
he was about to charter a new branch for policemen only, 
the City Commissioner of Police promptly forbade members 
of the force to belong to any union ’at all. The order had 
to be amended to cover only police trade unions when some 
policemen confessed to membership in such harmless bodies 
a musicians’ unions, so that they could earn a few extra 
rpennies in the orchestra pit in their off-time. Mr Quill, 
always ready for a fight, promptly went to court to combat 


mathe order on the grounds that it was contrary to the State 


Constitution and denied the policemen their civil right to 
jin a union. The result of the case is not yet available. 


* * * 


The city officials argue that a trade union has no point 
unless its members can strike, a luxury which cannot be 
allowed to policemen. There is some ‘strength in this argu- 
ment, when applied to a union led by Mr Quill, who has 
certainly made free and often unjustified use. of the strike 
weapon. But there are already 62 police trade unions in 
other cities, all of which have signed “ no-strike” pledges 
(as Mr Quill is also ready to do), and have managed to 
bargain very successfully with their employers, without hold- 
ing a strike over their heads. It is also argued, again with 
€xtra point in New York, where inter-union conflicts on the 
water-front and elsewhere are not unknown, that policemen 
Who belong to labour organisations might have a divided 
loyalty that would prevent them from keeping order with 
‘tict impartiality. Finally, city officials claim that the 
Policemen are well served by their Benevolent Association 
and need no other organisation ; however, not only is the 
quality of thé service questionable, but to labour leaders 

© association smells of a company union. For these 


*asons both of the big national labour organisations are 
king Mr Quill. He threatens to go underground should 
ne lose his case, and he will have some success there as long 


as the city government does nothing to remedy the police- 
Men’s grievances. 
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Are Book Clubs Fair? 


To enrol in the Book-of-the-Month Club, it is neces ary 
only to agree to buy, usually at less than the retail price, 
four out of some seventy-five monthly selections during the 
first year of membership. There were seven books to choose 
from during July, amongst them Boswell’s “London Journal” 
and General Bradley’s autobiography (at $3.95 instead of 
$5), and the new member would also receive a free copy of 
“ Kon-tiki” as the first of the book-dividends that come 
automatically with every second purchase. The basis of 
the system is that the book club leases the printing plates of 
its selections from the publishers, paying about 10 per cent 
of the retail price for each copy printed and guaranteeing to 
produce a special edition of a certain size ; this is probably 
several hundred thousand copies ‘in the case of the Book-of- 
the-Month Club and its chief rival, the Literary Guild, each 
of which have about half a million members. 


The book trade has not shared the general business 
prosperity “of the postwar years, for rises in prices and in 
sales have not kept pace with rises in costs, and many 
publishers depend on book club income for their profits. But 
the country’s 3,000 booksellers blame their lack of profits on 
the fact that about one-third of all book sales are now made 
through the 50 book clubs, some of which specialise in a 
particular subject, yachting, for example. The booksellers’ 
general complaint is that members of clubs, receiving their 
books through the post, never go into shops where they might 
be tempted to broaden their interests and buy more books. 
To this the clubs reply that the great majority of their 
members live in places where there are no book shops, and 
that many of them are people who never thought of buying a 
book at all until they joined a club. 


The particular complaint of the booksellers is directed 
not so much against the book clubs as against the pub- 
lishers who allow the clubs to sell their volumes at cut prices 
and even to give them away, while forbidding the shops to 
do either of these things. One large bookselling chain has 
retaliated by enrolling all its employees as book club mem- 
bers, and then selling their cheap and free copies over the 
counter at the normal retail price and at a handsome profit. 
But smaller firms can do no more than refuse to display the 
regular editions of books chosen by the book clubs. The 
Federal Trade Commission has long suspected that the 
publishers’ discrimination against the booksellers is illegal 
and that the favours shown to book clubs have restricted 
competition in the trade. Encouraged by the recent Supreme 
Court decision against retail price fixing, the commission has 
now charged six of the leading publishers with unfair trade 
practices. If the charges are upheld, booksellers will be free 
to compete on equal terms with the book clubs, by leasing 
printing plates and by selling books at any price they like. 
Whether this improvement in their competitive position 
would do their profits any good is another question. 


Shorter Notes. 


In July the employment figures broke several records ; 
there were more people; 62,526,000, at work than ever before 
and fewer unemployed, 1,856,000, than ever before in this 
month, when many young people who have just left school 
are seeking jobs. There were as many women at work as at 
the peak of the last war. . 


* 


The government is rounding up the leaders of the Com- 
munist party by areas ; arrests in California have now been 
followed by arrests in Baltimore and Washington. Altogether 
39 Communists have been charged since June, when the 
Supreme Court upheld the conviction of the original eleven 
leaders for conspiring to advocate the overthrow of the 
government by force. Four of the first ‘batch are still at 
large, but since then none have escaped. 
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UNO’s Army of Experts 


N June, 1950, fifty-five governments promised to contri- 
bute a total of $20,069,411 to enable the United Nations 
to expand its programme of technical assistance for under- 
developed countries. This sum was intended to finance the 
first eighteen months of the expanded programme, from July, 
1950, to December, 1951. But only $11,396,328 had been 
received by the Technical Assistance Board (TAB) up to 
July 1st of this year, im spite of repeated reminders sent by 
Mr Trygve Lie to the governments concerned. Among the 
22 nations which have paid their contributions in full, 
Canada, India, Belgium, Switzerland, Turkey, Pakistan, 
Indonesia, New Zealand and Egypt have between them pro- 
vided over $2,000,000. France has paid in nearly the whole 
of its quota of $1,207,500, Britain two-thirds of its 
$2,128,255, America half of the $12,007,500 it pledged ; six 
other countries have handed over parts of their contributions, 
while 24, including’ Sweden, Brazil, Italy, Uruguay and Persia, 
have so far provided nothing at all. The Soviet Union and 
its satellites have boycotted the programme and given nothing 
towards it, although their delegates to the UN Assembly 
voted in favour of it when it was first discussed. 


The fund as yet available is thus barely one-eighth of the 
sum originally cited as adequate for a two-year programme. 
Lack of money is one of the points stressed in the latest 
report of the TAB, which declares it “imperative that all 
governments pay their pledges in full at the earliest possible 
date,” and shows in detail how the activities already in hand 
or planned will cost about $15,400,000 by the end of 1951. 
This report has been prepared for the Economic and Social 
Council, now meeting at Geneva, which must make up its 
mind about the scale on which the work can continue in 19§2. 


Helping Those Who Help Themselves 


But the report also shows how various and widespread 
the practical activities of the Board now are. In accordance 
with the basic principle that the under-developed countries 
are to be helped to help themselves, its activities take four 
main forms. First, experts in many different spheres are 
sent to these countries to advise their governments and to 
start development work. Second, a modest amount of special 
equipment is supplied to countries which cannot easily buy 
it owing to currency and other difficulties. Third, men and 
women from the backward countries are granted fellowships 
and scholarships which enable them to study abroad. Fourth, 
international study centres and training courses are organised 
at which specialists from countries which face the same 
problems come together to learn the latest techniques and to 
exchange their own practical experiences. By these four 
methods the Board helps backward countries to develop 
among their own nationals enough skill to carry on the 
schemes initiated by the foreign experts who are loaned to 
these countries for a few months or years. 


By July the United Nations had undertaken to provide 
45 countries with 741 experts, and had actually recruited 
449 ; it expected to have to find another 674 by the end of 
the year to meet the steady demand. It had provided 551 
fellowships and scholarships, and planned to provide 590 
more during 1951. Of experts already recruited 120 
were American, 49 British, 38 Dutch and 37 French ; the 
others were drawn from §0 different countries, including 25 
of the countries receiving help. Over a third of these men 
forestry and fisheries, while 70 were assigned to health, 71 


_ last year, and they are making every 


for tasks connected with farming, — 


to education and scientific work, and 60 to industria] develop. 
ment. 

These general categories cover a vast range of Specialised 
activity. Indonesia, for example, began by SECUFING a vist 
by a UN team which worked out a general development - 
programme. It is now using the services of experts op, 
agriculture, forestry, cottage industries, handicrafts, laboy 
problems, education and nutrition. An Indian has been seg 
to Jakarta as the Board’s representative to co-ordinate thi 
work. In Haiti a similar representative—an Englishman—hy 
been at work since June, 1950 ; he supervises the activities of 
other UN experts who are developing pond fisheries, basic 
education, co-operatives and small industries, irrigation ang 
the control of cotton pests. Irag has obtained the services of 
specialists in biology, chemistry and physics who a 
improving the teaching of these subjects in Baghdad, and js 
being sent experts on adult education, village crafts, farm 
mechanisation, livestock. diseases, malaria, tuberculosis and 
the disease known as bejel. Six agricultural experts hav 
gone to Chile to make a general survey of possibilities 
development and to help deal with urgent problems sud 
as this year’s widespread potato disease ; Chile is also obtain. 
ing the services of experts on fisheries, secondary education 
and teacher training. Burma-is being helped in the fields 
of manpower, wages legislation, livestock, forestry, mala 
and radio. Persia has asked for expert help in the develop 
ment of ports and railways, cotton, jute and silk textile, 
electric power, posts and telegraphs. Eire wants the loan of 
experts on reclamation of marshland. Among the British 
dependencies receiving aid, St. Lucia has secured the loa 
of an Icelandic expert on the industrial use of fumaroles, or 
live vents of volcanic steam, in which the island abounds 


The studies now being pursued by nationals of the under 
developed countries through UN fellowships cover an equal 
wide range of subjects, as do the international cburses and 
study centres. The latter are generally arranged on @ 
regional basis ; thus a three-month course for 54 specialist 
from Asian countries has been held in Lahore and a shorter 
course in Rangoon ; 50 men and women from Latin-American 
nations are being trained at a basic education centre 
Mexico ; and over 200 social welfare workers have attended 
seminar for the Arab-world in Cairo. Among other region 
projects in operation are a rice hybridisation programme fo 
Asia, and a Latin-American drive to control foot-and-moutt 
disease. 


Problem of Priorities 


As regards co-ordination the technical aid programme has 
had to overcome mountainous obstacles. The TAB brings | 
together, under the chairmanship of Mr David Owen, & 
British Assistant Secretary-General of the United Nation 
representatives of Uno itself and of all its speci 
agencies, such as the Food and Agriculture Oe 
the International Labour Organisation, and Unesco, cach & 


: ; Uno and its agent | 
cs hoes in ov Y euaniies etailed iheir earlier technical 
aid activities into the expanded —. whit 


‘ort to secure inendy | 
co-operation with the Colombo Plan authorities and wiht 
Americans who pag omg To lg national cconomk # 
projects. There remains, however, the wider probles 
relations with the governments of the 64 nation 
dependencies which have asked Uno for help. 
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As the new TAB report points out, neither the Board nor 
any other UN body cam decide which problems any given 
country should tackle first; they can only meet specific 
requests. Some countries have asked for a general survey 
ind for recommendations, but no government is bound to 
accept. such recommendations. On the other hand, Uno 
naturally gives priority to those tasks which seem most urgent 
and practicable, and pursues only those which seem to be 
giving worthwhile results. In its report the Board criticises 
those governments which fail to supplement Uno efforts with 


their own. While admitting that many projects can go forward 
only when more capital is obtainable, it warns recipient 


governments that it is chiefly up to them to create conditions 
attractive to both foreign investment and local savings. It 
is particularly interesting to note the Board’s emphasis on 
improving national administration and public finance, which 
it describes as “a necessary corollary to all phases of the 
technical assistance programme.” It hopes to increase its 
activities under this head fourfold in 1952—always assuming 
that the contributing nations prove willing to devote another 
minute fraction of their resources to this modest programme, 
which offers such great economic and political returns. 


Four Years of the 
Monnet Plan 


[FROM OUR PARIS CORRESPONDENT] 


TxE office of the Plan de Modernisation et d’Equipement 
has recently published a detailed version of the report which 
was issued in outline earlier in the summer and noticed in 
The Economist of June 23rd. The document describes 
item by item the progress made in the basic sectors of 
France’s industry which is clearly reflected in the favourable 
trends of the country’s production and trade. The broad 
picture of the operation controlled by M. Monnet’s office 
is provided by the following table: — 


TABLE I 


lic Monnet Pitan: INVESTMENT FROM 1947 to 1950 
(In Thousand Million Francs) 
































1947 | 148 | 1919 | 1950 | Total 
j | 
M POLITAN FRANCE 
I Nat ed companies ;— 
Coal mines ....+.% sen euyes 26 48 65-5 67-4 | 206-9 
Electricity... esses apes 33 67 106 108-7 314-7 
Ga... . ss oda gallina! 1 3 7 8-1 19-1 
ways ....ic.ucuneeueee 10 21 29-5 21° | 87-5 
Air France ... ies ese cues 3-8 5-6 4-7 5-6 19-7 
ee > 73-8 | 150-6 212-7 210-8 647-9 
HU Private and mixed companies ¢ ; 
‘ mpag * nationale du Rhone 4 li ; 18-4 18 51-4 
development of Rhone valley) . 
Steel a MWOFKS .ssececes 7 20 B 49-4 114-4 
Pet i oil... dgvaereeee 5 4 23 24 6 
pes tries®* . juegpeo sae 12 Ry 50 54-8 151-8 
g =: ean 32 82 101 280 
ue fertilisers, agricul- 
iachinery and food 
River shipping sss hmeiage 0-5 1-5 3-6 2-5 8-1 
derchant fleet? .. 63 cigs ues 0 0 0 oa | 0 
TOTAL .... Jawan 61-5 146°5 | 215 249-7 672-7 
Tota, Meiropourram Frawem.. | 135-3 297-1 427-7 460-5 | 1320-6 
Total overseas territories «2s... 10 38 71 9 210 
Gewerat Tora ...)iucocsue. 145-3 335-1 498-7 551-5 1530-6 

















* Non-terrous metals, cement, chemicals, wood-; P, 


industry, touris P artificial textiles, engineering | 
Reconstin., tt, t Pimanced preponderantly or entirely by the Treasury ynder the 


ruction Budget. 
The four objectives which have dominated this 
“say in economic planning are: To increase /production 
to achieve full and maximum productivity ; 
; and 


*we 


‘0 expand trade and restore the balance of ; 
‘0 increase the national income and raise standard of 
ling. As the report demonstrates, the situation with regard 
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to the first and third heads has been entirely transformed: 
the combined index of industrial production has now reached 
almost 150 (1938 = 100) and in 1950 dependence on dollars 
to balance payments had decreased by well over a half since 
1949. Unemployment moreover has remained insignificant 
and at least a fair start has been made towards stepping up 
productivity. , 

The manner in which these investments were financed 
was dictated by the circumstance that the postwar French 
public was quite unwilling to subscribe to long-term loans, 
whether to the State or to private enterprise. The financial 
objective was therefore to inject public funds into industry 
in order to modernise it, increase its revenues, and therewith 
its Capacity to finance itself. As the table below shows, this 
aim has been considerably attained, although the revenues 
of industry are in any case greatly limited by price-control 
of basic products (coal, steel, electricity). As the report 
puts it, “the French practice is to make the taxpayer or 


private saver supply the funds which the consumer is not 
asked to give.” 


Taste Il: Tue Financtne or INVESTMENTS 
(Thousand Million Francs) 





i ets 
Resources |; I7 | 198 | 1849 4 1950 Total 





— rn - sta re 
Prey Paar ; is 193°6 310-7 | 356-4 | 872-5 
of which the modernisation and 
3 


equipment fund .......... on 153-0 259-5 312- 724-8 


Funds at the disposal of indus- : 
tries themselves ..........4. 67-0 107-0 160-5 176-5 511-0 


Bank loans and tans from special 
SGU ck ntidiscsackencones _°5 K-5 27-5 18-6 147-1 














A glance at the figures for 1947 and 1948 (the first year of 
Marshall Aid) respectively is all that is needed to see to what 
extent French recovery during the four years has depended 
upon the francs: set aside as the counterpart of the American 
goods sold in France by the French Government. Through 
American aid channelled into the modernisation and equip- 
ment fund such an industrial revival has however since taken 
place that in 1950 industry was itself able to finance over 
half of the total investment made, as against less than 30 per 
cent in 1948. : 


What may be said about the standard of living, the 
perpetual stuff of day to day politics? The report argues 
that in spite of the allocation of an average of 20 per cent 
of the national resources to investment between 1947 and 
1950, France had by 1950 increased private consumption by 
25 per cent since 1946, thereby slightly exceeding the con- 
sumption level of 1938. 


In terms of products, the individual average consumption 
for 1950 is quantitatively slightly below that of 1934-38 for 
bread and fats ; slightly above it for meat and game and 10 
per cent above it for milk ; while for industrial goods the 
average has very slightly fallen between the periods. By far 
the most serious economic shortage is in housing. This is 
recognised by the report, which gives the figure of 175,000 
houses built or rebuilt since the war (with another 758,000 
repaired after war damage). For 1951 the target is 100,000 
(against 68,000 during 1950). But even this number is 
140,000 short of normal building abroad. 


Tasre IIL: Course or Consumprion*® 
(Thousand Million Francs of 1938) 





























1938 | 1946 | 1947 | 1948 | 1949 | 1950 
| 
pe aT eee ae 145 us. | 16-5 | 125° | 140 | 146-5 
Non-ducablle goods <--->. % 3 iM 38-5 | 40-5 | 42 
Clothes, tex and leather 
Bee iae sg. oy cs 40 S| ws | os | Hs | 
Durable goods. ........... 29-5 | . . . 
OD dai akcecsayusidas 59-5 53 | 59-5 | 62 66-5 | 66-8 
Housing :.. 2.2... anvedene 28 4 | 26-5 | 25 25 25 
ne Cor eee 337 "284 | 297-5 | 323-5 | 339-5 | 449-5 





* Between 1946 and 1950 the population rose from 40-5 to 42 millioa. 
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It is obvious from these consumption figures how stern 
the economic ordeal of many millions of the French popula- 
tion has, really been and, with some measure of rearmament, 
will continue to be for some years yet. If consumption is 
to rise appreciably during the next five years a great effort 
will have to be made towards a greater productivity in the 
manufacturing industries. The new ECA scheme will. give 
impetus to this ; but unless a highly differential taxation sys- 
tem is adopted towards enterprises in ‘accordance with their 
performance in raising productivity, it is doubtful whether 
the measure will prove immediately effective. The main 
chance of a quick rise in the standard of living remains, as 
always, a drastic lowering of the French tariff wall on con- 
sumption goods. 

The report concludes with the opinion that the sole possi- 
bility of France’s supporting a sizeable rearmament effort is 


to press on full steam ahead with the investment programme. 


in order to produce more coal, electricity, steel and food at 
lower cost. At the same time a significant sentence is aimed, 
it appears, at those Frenchmen who regard France’s partici- 
pation in the Atlantic Pact as the main source of its economic 
evils : — 
Investment in those sectors producing for consumption, and 
especially agriculture, fulfils a necessity. For were a con- 
flict to break out and were we to be cut off from our sources 
of external supply, it would be even more imperative to 
safeguard the very existence of the French people better 
than it was safeguarded from 1939 to 1945. 
Thus, whether in the event France is to have peace without 
a very large armament effort or peace with it ; whether it is 
to have war with occupation of its territory or war without 
it, its task remains essentially the same—to equip and 
modernise its economy. The Monnet Plan is neutral ; 
neutral in home politics because no political group could 
shirk the task it accomplishes (Communism triumphant 
could only try to substitute rouble for dollar aid): neutral 


in foreign politics because it is irrelevant to them and they 
to it. 


Recovery 
from Disillusionment 


[FROM OUR CORRESPONDENT IN INDIA] 


INDIA is entering its fifth year of independence a mature and 
stable state. There are few countries in the world today 
whose Government commands so general an acceptance or 
where totalitarianism of any sort has so small a following ; 
in’ Hyderabad the Communist revolt has been broken and no 
one has burnt a tram in Calcutta for over a year. The 
economic situation may still be difficult, and the behaviour 
of Pakistan clouds the future. Nevertheless the most 
important feature of the last year has been the increase in 
hepe and confidence. The intoxication of independence and 
the bitterness of disillusionment have made way for willing- 
ness to work and to face facts. 


No one who was in India in August, 1947, can forget the 
joy of the crowds at being free and their friendliness towards 
their ex-rulers, now become their equals and their guests. So 
great a happiness was bound to be followed by disillusion- 
ment. In this case the awakening was brutal. There were 
the Punjab massacres, the millions of refugees, the murder 
of Gandhi, and strained relations with Pakistan, when most 
Indians had hoped the two Dominions would be truly sisters. 
Worse still, it was found that many of the ills for which the 
British had been blamed continued even after independence. 
Corruption did not vanish overnight ; India remained poor ; 
Congressmen in office did not always practise the virtues 
they professed in jail. There was a spate of criticism from 
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self-sufficient villages ; he found the bureaucracy <tij] bureau. 
cratic, the defence forces more necessary than ever 
villager increasingly drawn into a market too often black 
Those educated in the West attacked the fall in governmay 
efficiency, making no allowances for the difficulties unde 
which the administration was labouring after it had lost over 
half its best senior men. Corruption has not increased over. 
night, but the people, trained by Congress in opposition 
have become more allergic to it, especially in their ows 
government, and those who equated Congress and Gandhi 
have been deeply hurt by the resultant mud-slinging. 


Recently there has been a recovery of balance. The 
administrative machinery is creaking less ; notably, in import 
licensing, the appointment of a new Chief Controller hx 
produced quite obvious improvements, and the Gorwal 
Report has defined what is necessary to root out corruption, 
Above all, the elections die in about five months have 
brought reality back into politics. The Congress, from being 
a national movement, has become a true political party of the 
Centre with the departure of dissidents and leftwing members 
led by Mr Acharya Kripalani, an ex-President, and Mr 
Kidwai, a Cabinet Minister and its old organiser. Despite 
some continuing strain between the Prime Minister, Mr 
Nehru, and the Congress President, Mr Purshottamdgs 
Tandon, room for heresy and intrigue is reduced, and Mr 
Nehru still towers in the reduced and rejuvenated Congress— 
in spite of-his resignation from the Working Committe 
—strengthened at every step by Pakistan’s last cry of 
“Jehad” or clenching of fist, determined to squash th 
Right’s hope of a Hindu State. His report to the Bangalore 
Congress, with its modesty about the Government’s achieye- 
ments, its frankness about its failures, was Mr Nehru at his 
best; and the Congress’s election manifesto is, in tre 
Morrison fashion, all about digestion and consolidation. 
Zemindars are to be abolished, but there is no threat of 
further nationalisation; the value of cottage industry is 
recognised, but there is no attack on large scale industry as 
such. Those who are disillusioned or disgruntled have 
joined either the Socialists or the Praja party ; the two put 
together will provide India with a respectable opposition, 
and even in one or two States, like Travancore-Cochin, 
perhaps with a government. 


Economic Tasks Ahead 


The achievements of the old Congress have, in the past 
five years, been so spectacular that they passed almost 
unnoticed ; the integration of the States, for example, thanks 
to the foresight of the late Sirdar Patel, went so smoothly 
that not even the Princes realised that a revolution had taken 
place. The achievements of the new Congress are bound to 
be less spectacular and more painstaking. Politically, now 
that the Congress has crystallised, all that had to be done, 
done. Economically, all has still to be done. Since 0 
coalition can carry eut an economic programme, it is only 
now that it may be possible for old hopes to be fulfilled. 

Economics has indeed been the Government’s Achilles heel 
ever since 1947. Monsoons have been bad, prices high, 
labour productivity low,’ and industrial output unsatis 
factory. The Government has tried to do too much at ome 
in welfare and development. There was all the frustratien 
of great dreams with little results. But here, too, the las 
few months have shown improvement. Production has bets 
up in steel, coal, cotton and jute. Some new industries, | 
Diesel engines and transformers, are making rapid progress ° 
The wholesale price index has been held for some 
The balance of payments has tipped frem a deficit to enough 
of a surplus to liberalise imports. The trade and — 
deadlock with Pakistan has been broken. The threat 
famine in Bihar and Madras has been» met ; American whett 
is beginning-to arrive at last. The monsoon looks promising 
and even the railway strike has been averted. 










ae the public and self-vilification by Congress. The Gandhian Hope has rushed back ; and there are the Planning CO™ 
ee had hoped for simplicity, hand-spun cotton, non-violence and — mission Report and the Gorwala Report on state enterprise 
P . 
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\ => FLIGHTS TO SOUTH AMERICA 








’ QUICKLY AND SAFELY TO 
Rio, Montevideo, 





CS 
UPS OS: ae 


... AND OVER 60 OTHER SOUTH AMERICAN CITIES 


To business people and private | travel in absolute safety and 
individuals planning a trip to | superlative comfort. Moreover, 
South America—Panair do ! frequent flights and fast service 
Brasil offers distinct flying ensure that you reach your 
advantages. It is the & destination in the quickest 
largest internal air met- possible time. And book- 


work in the world. It ings are reasonable. If 






covers all principal South you are planning a trip to 
American cities and more South America, consult 
than 60 others, as well. P.A.B. first. Full details of 


The four-engined Bandeirante flights and fares will be gladly 
aircraft of P.A.B. have crossed supplied by any travel agency — 
the South Atlantic over 1,800 or by Panair do Brasil, London 
times — more often than any two Office: 193/4 Piccadilly, W.1. 


| 
| 
other airlines combined! You | Telephone: Regent 7292. 


ee ty PANAIR DO BRASIL 


to South America 


THE LARGEST SOUTH AMERICAN AIRLINE 
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With the RELIANCE Loudspeaker Telephone 
System your staff is always at your elbow. No 
matter how scattered your staff, a flick of a 
switch puts you in instant com- 
munication with any department. 
Investigate—to your advantage 
—the RELIANCE Loudspeaker 
Telephone System. 


A pestcard to the address below 
will bring full porticulars. 








THE RELIANCE TELEPHONE COMPANY " 


(A subsidiory of the General Electric Co. itd.) 


39-47, PARKER ST. (Depc. T.£.4) KINGSWAY, LONDON, W.C.2 
Tel. Chancery 5341 (P.B.X ) Branches throughout the United Kingdom 





1 1629Q 














Enterprise in Aluminium 


The outstanding-architectural feature of the Festival of Britain 


is undoubtedly the huge Dome of Discovery. 
Three hundred and sixty-five feet in 


diameter and over one-fifth of a mile in 


Pgh es 
en circumference, it is the largest dome ever built. 


It is also a dramatic illustration of the 


use of aluminium as a structural material 










and we are pleased that our construction 
company — $.M.D. of SLOUGH — has played 


a leading part in its manufacture.* 


< * §.M.D. fabricated the massive triangular Main Rib 
Girders, the Canopy extending all round the Dome 
a and the great sloping Apron, entirely in aluminium alloy. 


* 


{THE ASSOCIATED LIGHT METAL INDUSTRIES GROUP 


Parent Company : 


Telephone: FARNHAM COMMON 594+ ALMIN LTD - FARNHAM ROYAL - BUCKS 
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BRITAIN’S LEADING 
POWER STATIONS- 


The’ British Electricity Authority has published a statement 
showing the twenty steam stations that had the highest 
thermal efficiency for the calendar year 1950. 


The stations shown below head the 





list and are equipped wholly or mainly OVERALL 
with Metrovick generating plant. EFRCINCY 
" 1 BATTERSEA “B”, LONDON 29°31 
2 LITTLEBROOK “B”, DARTFORD 27°99 
3 CLIFF QUAY, IPSWICH | 27°25 
4 BATTERSEA “A” & “B” COMBINED 26°73 
5 STUART STREET, MANCHESTER 26°67 
6 FULHAM, LONDON | 26°51 


-ARE EQUIPPED BY 
METROVICK | 


METROPOLITAN - VICKERS ELECTRICAL CO., LTD., TRAFFORD PARK, MANCHESTER, 1 
Member of the A.E.I. group of companies 
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js assurances that hope will not err. Mr Gorwala has insisted 
that state enterprise must be as businesslike as business. The 
draft of the five-year plan shows for the first time what can 
be done with work and determination ; 7 million tons more 
food, near self-sufficiency in cotton and jute, and 300,000 
‘ons more steel can all be achieved without more foreign aid 
than what has already been promised. The plan would 
increase the national income by 2} per cent per annum— 
slightly more than the increase in population. If, in addition, 
India can hope for American aid on the scale given even to 
undemocratic countries, there would be a real renaissance. 


The chances of American aid, however, have perhaps not 


been increased by the firmness of India’s foreign policy. Yet, 


here again, there is more cohesion than ever. Despite all 
the talk about British officers and carpets, and the suspicion 
that the “ Anglo-American” bloc is pro-Pakistan, opinion, 
led by Mr Nehru, is solidly in favour of the Commonwealth, 
and India has sent.an ambulance unit to Korea—many an 
enthusiastic South American voter against aggression has 
done nothing. It is felt that Nehru’s stand about Crossing 
the 38th parallel has been vindicated by events, and that the 
present terms could have been obtained then. Over Kashmir, 
too, Indian opinion is for the first time unanimously behind 
Nehru: this, and not indifference, accounts for the astonish- 
ing calm with which India has met Pakistan’s recent out- 
bursts. With its own grievances unsettled and Pakistan’s 
propaganda against the Ameri¢an food loan fresh in its mind, 
India is determined to make no unilateral concessions. 
Western attempts to get India to withdraw its troops or to 
agree to the supercession of Sheikh Abdullah, without even 
any mention of evacuee property or Pakistan’s constant talk 
of war, will only meet a blank wall. For India sees no 
explanation of such an approach except bias. 


Soviet Harvest Time 


Tue Soviet harvesting campaign is in full swing. Judging 
from the preliminary reports pouring in now from all over the 
Soviet Union, this year’s yield should be much better than 
last year’s, except in the Volga Region, where a drought was 
reported some time ago. On the whole, however, it would 


| appear from Soviet sources that the present grain crop should 


substantially exceed last year’s total crop of 124 million 
tons, which was below the planned target for that year. 


The first reports came from the Ukraine, where the 
weather was particularly favourable and harvesting began 
two weeks earlier than usual. Reports have already arrived 
in the ritual form of cables to Stalin from most of the 
Ukrainian regions; they announced not only that their 
respective Crop targets have been exceeded, but also that they 
have already fulfilled their supplies for the State. Despite 
the growing importance of Siberia as a new granary, the 
Ukraine still accounts for over 20 per cent of the total Soviet 
crop. The yield in the North Caucasus is also reported as 
excellent. This would fit with the rule that in this region 
4 good harvest follows a bad one ; last its crop was poor, 
and this has contributed to the cia teldiaiees of the Plan in 
the country as a whole, The daily meteorological bulletins 
and crop forecasts published in the organ of the Ministry of 
apeultany maintain that the Siberian crop should be a good 
es <a — must be keenly — ing a a 

CiUSION oO is year’s campai ive-Year 
results for grain were not very sanitacwe, and for livestock- 
tearing they were downright poor. Moreover, the Soviet 


Government hopes to compensate in part for the curtailing 


light industry’s output of consumer goods by a more 
abundant supply of f Therefore it has decided to do all 


0 Its power to step up agricultural production. It should 
also be recalled that dus sears harvest is the first since the 
Campaign for amalgamating collective farms started and 
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should show how far the larger units will help to ifttrease the 
yield. Hence, although it is usual for the propaganda 


‘machine to be turned on to the countryside during the 


periods of sowing, harvesting and delivering supplies to the 
State, many more combine harvesters were sent to the farms 
this year and the whole campaign was greatly intensified. 
Its extent can be judged from the-fact that in the Dniepro- 
petrovsk region of the Ukraine alone 400 propaganda centres 
were set up, and 30,000 propagandists as well as three full 
symphony orchestras were sent into the fields. 

While at the beginning of the year the main propaganda 
emphasis was laid on supplementary collectivisation, on plans 
for a new transformation of the Soviet countryside, now 
Soviet commentators stick more to practical everyday 
problems. It would seem that the more ambitious plans for 
bridging the gap between the town and the country through 
the creation of “agrotowns” have been shelved for the 
moment, and that Nikita Khrushchev, the Politburo member 
responsible for agriculture, has been told to go slow with 
his programme. 

It was the more ruthless Khrushchev who replaced early in 
1950 the cautious Andreyev as the Politburo expert on 
agriculture. He was entrusted with the task of carrying out 
a second agricultural revolution in the USSR, namely the 
amalgamation of about 250,000 collective farms into roughly 
100,000 larger units. The advantages to the regime of these 
larger units were obvious: they would make possible a more 
rational division of labour, thus freeing manpower—both 
labourers and administrative staffi—for the towns; they 
would allow a better control by the Party of the kolkhoz in 
general and of food supplies for the state in particular. But 
Khrushchev went even further in his plans. He spoke of 
uprooting all differences between the rural and the town 
workers. He drew the picture of a Soviet countryside con- 
sisting of agrotowns. He also implied that in the new giant 
farms and agrotowns there would be no room for private 
plots, only for gardens around the farmer’s house. 


According to Soviet sources the first part of the programme 
has been more or less fulfilled. The number of collective 
farms has apparently been reduced to some 120,000. But in 
his wider plans Khrushchev was rebuffed. In March, an 
article of his in Pravda was followed the next day by a 
notice to the effect that it expressed the author’s private view 
and was printed as a topic for discussion. Regional Party 
Secretaries in Armenia or Azerbaijan, were allowed to 
criticise the irresponsible policy of “ going too fast.” This 
does not mean that the idea of creating agrotowns has been 
abandoned. The fear of resistance to a policy involving 
wholesale uprooting of peasants has probably decided the 
Politburo to shelve temporarily the projects of agrotowns and 
the suppression of private plots, and to wait for a “safer” 
period to take them up again. 
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Overseas Information 


‘ To enable The Economist’s specialists to 
comment on events abroad a regular flow 
of information from our overseas corre- 
spondents and contacts is required. This 
information, and the judgments that are 

- based on it, can be applied to commercial 
problems. Through The Economist 

_ Intelligence Unit regular reports, each 
designed to meet the requirements of a 
business or other organisation, can be 

Mian 


The Economist Intelligence Unit 
22 Ryder Street, St James's, London. S.W.1. 
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The peasant would probably have clung obstinately to his 
individual allotment, that remnant of rural private property. 
The produce of the allotment which he sells on the free 
market, the so-called collective farm market, still forms an 
important part of the peasant’s income. The authorities 
seem to have resolved not to abolish the allotment yet, and 
thus incidentally they have given a breathing space to the 
free market, which contrary to the common belief has sur- 
vived two decades of planned economy. The extent and 
activities of this free market will be discussed in a later 
article. 


Iraq’s Oil Wealth 


Tue Iraqi Ministry of Propaganda has this week issued 
the text of an oil agreement reached in the negotiating com- 
mittee in which Iraqi cabinet ministers and representatives 
of the oil companies operating in Iraq have been closeted for 
the last three months. The three companies, which are all 
under one management, are the Iraq Petroleum Company 
(operating at Kirkuk), the Basra Petroleum Company (due 
to start production on a commercial scale at the end of this 
year) and the much older but less prolific Mosul Petroleum 
Company. The terms of the agreement are so immensely 
much more favoutable to Iraq than any earlier arrangement 
that they point to two conclusions: the first, that the 
enormous increase in oil output now taking place in the 
Middle East enables a company to plough back much more 
money than hitherto into the country in which it is operating; 
the second, that here is a 
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The terms of the new agreement are as follows: | 
shall receive 50 per cent of the companies’ profits a 
the deduction of foreign tax. This revenue will be ae 
of the seaboard value of 25 per cent of the oi! from Kirk 
and Mosul, and 33} per cent of that from Basra. Qf the 
total amount of oil so received Iraq will be free to mark 
12} per cent for itself, either to third parties or the pits 
panies, as it may wish. The rest it will at its own wish sel 
to the companies at current world prices. The remainde 
of Iraq’s half share of the profits will be paid in the re 
of tax, or of payments in lieu thereof. In addition to marke. 
ing some of its oil for itself, Iraq will also in the not to 
distant future do its own refining of oil for local consumptiog 
It has long cherished the intention to build a refinery for this 
purpose near Baghdad; it is now negotiating a contract, 
believed to be for an £8 million plant, with an American 
firm. Under the new agreement, this projected refinery wil 
buy crude oil, delivered by the companies to its door at the 
advantageous price of $s. 6d. per ton. These arrangement 
for refining and marketing under local management will give 
the Iraqis valuable experience of the practical complications 
of the oil trade. 


The Financial Gain 


On the basis of present costs and prices, Iraq will receive, 
therefore, an overall rate per ton of 35s. 6d. in 1951, rising 
to 39s. 6d. in 1953 and after. Hitherto, the rate has been 
about 18s. 6d. per ton; that granted by the Arabian 
American Oil Company to Ibn Saud at the end of 1950 
works out at about 30s. The difference in favour of Iraq is 
largely due to the fact that Kirkuk is much nearer to the 
terminal of its pipeline to 





management that can. {@ytstonbul 
move with the times. < 

Agreement has been 
reached in committee, but 
there are still hurdles to 
be crossed before it 
becomes operative. The 
Iraq Parliament’s approval 
is necessary. If this body 
is to approve at ail 
quickly it will have to be 
called into special summer 
session at a moment when f. 
most of its members have a HAIFALS 
removed themselves from Jaftgng deen 
the heat of Baghdad. In ; 
the ordinary course the 
current recess would last 
until December. 

The agreement seems 
to meet most Iraqi criti- 















the Mediterranean than is 
Aramco’s field at 
Dhahran ; its production 
and transport costs are 
therefore cheaper. Since 
production at Basra is to 
reach an annual rate of 
8,000,000 tons by the end 
of 1955, the rate of Iraq's 
oil revenue is likely to rise 
to as much as {£§9 million 
in that year and there- 
after. The dimensions of 
this nest-egg can & 
gauged from the fact that 
Iraq’s ordinary budget has 
in recent years balanced at 
around {£24 million. lrg 
directors are to be ap 
a pointed to the oil com 
% % AI panies’ boards, and the 
A. 





cisms of past practices. 
The first such. criticism 











B~ Major Oilfields 


‘ present arrangements for 
| training Iraqi technicians 








was that the foreign com- EOE i both at Kirkuk and i 
panies participating in ooo ae DHAHRAN@RO British: universities are © 








IPC (these are American, 
French and Dutch as well as British) had always been more 
interested in their operations outside than in those inside 
Iraq, and tended to treat this last as a poor relation. Why, 
Iraqis asked, had 1,068 miles of large diameter pipe for 
Ibn Saud’s Transarabian pipe-line been supplied before the 
mere 556 miles required for the line from Kirkuk to the sea? 
Another of their complaints was of dilatoriness in developing 
the Basra field. A third was that the company employed too 
few Iraqis in its higher posts. Thus Iraqi grievances were not, 
as are the Persian, founded on the belief that their country 
had been robbed of money. The Iraqis therefore harbour 
far less bitterness against their company than do the Persians. 
They merely wish to receive an overall rate per ton of oil 
extracted that is no less favourable than that received by any 
neighbouring country. One clause in the new document 
assures them of this. : 


» be expanded. 

If the agreement gets through Parliament, it may ‘or 
stitute something of a landmark. For the Iraq Parliament, 
by its Development Law of April, 1950, places “all the 
royalties which the government receives from oil” a the 
disposal of its Development Board.’ To this body it hs 
been sufficiently broadminded to appoint, along with fou 
Iraqi directors, an American water engineer and a British 
secrete, If these six men can en = 

evelopment projects under way, Iraq will be 
Middle Eines democracy a dette all néw oi! wealth @ 
schemes that are intended to improve the lot of the under- 
dog. It will also be one of the very few governmenis ® 
Asia to finance such schemes out of its own pockct. e 
gre —— a small sum — _ os = ad 

ee ie esent plan it will in future 00v! 
need to do so. " » 
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Food is 


a question of 


mechanics 
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BUILDER OF ESSENTIAL EQUIPMENT FOR ESSENTIAL WORK 


Maximum production from the land is essential to the well- 
being of farming communities and to the physical and eco- 
nomic security of entire nations. Agriculture is a basic indus- 
try that requires the best from men and machines .. . the 
right combination of farm mechanization and sound soil con- 
servation practice. 


Whether crops are grown for food or fibre . . . whether 
farms are measured in tens or thousands of acres, McCormick ‘ 
International Farm Tractors and Farm Equipment have the 
power and flexibility to improve every phase of the growing 
cycle from seed bed preparation to harvest. Here are the 
tools of mechanized agriculture. Their ability to revitalize 
farming production is shown by documented records of suc- 
cessful performance. International Harvester Export Com- 
pany, 180 N. Michigan Ave., Chicago 1. U.S.A. 
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Exchange Control and Flexible Rates 


6 b=. agitation for a revaluation of sterling now seems 
to be subsiding and is unlikely to be revived—at 
least so long as Britain remains in the throes of the latest 
crisis in its balance of payments. The discussion has 
drawn attention, however, to one aspect of the general 
problem of sterling’s valuation that deserves much closer 
scrutiny than it has so far received. The true “ equi- 
librium ” value of the currency cannot be ascertained 
with precision even for a given point of time, and the 
forces that determine that true value are constantly 
changing ; in the past two years they have been changing 
very violently indeed, as the swing from devaluation to 
revaluation propaganda plainly demonstrates. The more 
clearly this is recognised, and the more violent the 
changes, the more it may appear desirable, in principle, 
to abandon the system of fixed parities for sterling, and 
to adopt instead a “ floating ” or “ flexible” rate. Such 
a rate might be either one settled in a free market subject 
only to the intervention of the authorities as buyers or 
sellers (that is, approximately the system that operated in 
the thirties), or a rate fixed, as now, by the authorities, 
but subject to variation as frequently as they deemed 
necessary, conceivably from day to day. Some of the 
advocates of an appreciation of sterling did, in fact, 
propose some such system as this, on the ground that 


if the pound were “freed ” it would appreciate, just as - 


the Canadian dollar did when its formal link with the 
US dollar was severed last autumn. Discussion of this 
particular aspect of the problem was, however, generally 
cut short by a flat assertion that a floating rate is, in any 
case, quite impracticable in present circumstances, on the 
ground that it would be incompatible with exchange con- 
trol. In the interests of clear thinking on the whole 
problem, this assertion deserves to be examined 
separately—irrespective of the wider question of the 
relative merits of fixed and floating rates as such. 

Although the question whether—and, if so, how—a 
moving rate for sterling could be reconciled with 
exchange control is primarily a technical one, it 
cannot be wholly divorced from wider issues of prin- 
ciple. In particular, it is highly relevant to the technical 
problem to ask whether the rest of the sterling area would 
automatically follow sterling in its floating movements 
and whether the freeing of sterling would similarly 
involve a freeing of most of the currencies outside the 
dollar block. If the severing of the rigid sterling-dollar 
link loosened the whole pattern of exchange rates, it is 
relevant to the purely technical inquiry to ask whether 
this would involve a. split of world currencies into two 
main blocks, one adhering closely to the US dollar and 
to gold and the other to sterling, or whether the floating 
currencies would begin to float in terms of one another 
as well as in terms of the dollar. 

These questions primarily raise issues of policy and 
not of technique. It must be seriously questioned 


whether the rest of the sterling area, other than th: 
colonies whose monetary policy is determined in London, 
would leave London unfettered discretion in deciding 
the day to day rate of exchange between their currencies 
and ‘gold—which is what would be involved if they 
accepted the principle of following closely in the steps of 
a floating sterling rate. It is true that their ownership 
of substantial sterling balances would tend to influence 
sterling area countries to maintain the parities of their 
own currencies with sterling, in order to save them from 
ruining exchange risks on these substantial extern 
assets ; but it is by no means certain that this would out 
weigh other considerations. Some members of the 
present sterling club might reconsider their position and 
choose another anchor for their currencies. Moreover, 
non-sterling countries whose currencies floated off their 
existing gold or dollar parities would probably think 
many times before linking their currencies to sterling in 
the political and economic circumstances of today. It is, 
therefore, more than likely that a decision to let the 
pound rate go free would involve not merely a fluctuating 
sterling-dollar rate, but an extension of this state of flux 
to a wide sector of the pattern of international exchange 
rates, including, perhaps, that within which there now 
exists the stability of the sterling system. 


This brings to the fore the first of the technical 
problems that would arise if the sterling rate were allowed 
to float freely—the problem of the probable re-emergence 
of disorderly cross-rates for sterling in the many cout- 
tries where it is quoted. In most of the British Govern 
ment’s bilateral payments arrangements, assurances have 
been exacted from the other parties that they will strive 
to maintain orderly cross-rates in their respective markets, 
i.e., to ensure that the rates for sterling and dollars quoted 
in these centres will not deviate from the parity indicated 
by the current dollar-sterling rate. If this rate were 00 
longer fixed, these agreements and understandings would 
lose the anchor to which they are at present attached. A 
floating sterling rate, without free international exchange 
arbitrage (which must be excluded if control of capital 
movements remains), would in fact produce a wide divet- 
sity of cross-rates between sterling and the dolla 
“Free” and largely unrelated markets in sterling would 
flourish in all important financial centres of the world 
and perhaps within what is at present the sterling art 
The re-emergence of markets for cheap sterling would 
create new loopholes in the existing structure of exchange 
control and would call for new restrictions on the freedom 
with which sterling can be used in international trats 
actions. The defensive measures against this ‘a 
emergence of disorderly cross-rates and cheap commer"! 
sterling markets might, for example, call for a conser 
able contraction of the transferable accourtt facilities @ : 
of the administrative tolerance by virtue of whic 
transfers of sterling may now be made between 0% 
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countries with which only bilateral agreements 


sterling : ) ‘ me 
< erate. This 18-4 sphere in which questions of principle 
and technique are inextricably intermixed. So far as 
rinciple is concerned; it can be asserted, paradoxically, 


‘hat a move towards freedom by letting the sterling rate 
“float” would have to be accompanied by a retreat from 
freedom in the manner in which exchange control is 
operated in the United Kingdom. 


A second sphere in which questions of principle and 
technique intermix concerns the requisite size of the gold 
and dollar reserves, given the probability that a need for 
intervention would arise if the sterling rate were allowed 
io float. A floating rate would obviously have to be con- 
rolled by the Exchange Equalisation Account. For this 
purpose the gold and dollar reserve, though it must serve 
the needs of the sterling area as a whole, would have to 
be available to go into action at any moment—and, of 
course, without reference to the other members of the 
sterling area. This reserve is at present inadequate for 
hat purpose. The matter thus becomes a question of 
technique as well as of principle, for it would become 
technically difficult, if not impossible, to maintain effec- 
tive exchange control of sterling if the reserve available 
for intervention in the market were inadequate to prevent 
severe fluctuations in rates; and that, in turn, would 
aflect confidence in sterling. Without such confidence 
the technical task of maintaining exchange control would 
be made immeasurably more difficult. | 


* 


So far as the pure mechanics are concerned, the 
problem of reconciling exchange control to a floating rate 
should present no great difficulties. The basic objectives 
of exchange control are to conserve and allocate foreign 
exchange resources, to control capital movements, to 
ensure that investment abroad flows into desirable 
channels, and to ensure the repatriation of the proceeds 
of export trade. To serve these purposes all residents in 
Britain are obliged to surrender any specified foreign 
currencies that come into their possession, and to take 
sterling in exchange. Amounts that may be taken out of 
the country for expenditure by tourists or by emigrants 
from the United Kingdom are strictly limited. In the 
case of residents outside the sterling area, specific limita- 
lions are placed on the use they can make of their current 
“terling earnings, while capital assets belonging to them 
ae blocked and can be invested only under rigorous 
‘imitations. All these objectives can be attained as easily 
wih a moving as with a fixed rate. The necessary 


a 
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formalities, the filling of forms, the delegation of 
authority to the banks, would persist without appre- 
ciable difference in a regime of moving rates. 


Where technique might at first give some trouble 
would be in the operation of the foreign exchange 
market. Twelve years of strictly controlled buying and 
selling rates, a period during the greater part of which 
the banks have operated as agents of the Bank of England 
and not as principals, have had a deleterious effect on 
the dealing skill of London bankers. It is true that in 
recent months there have been opportunities of relearn- 
ing and reacquiring the necessary deftness. For some 
time the banks have been acting as principals in their 
exchange operations to the extent that they are allowed 
to marry their transactions provided that they settle their 
positions with the Bank of England at the end of each 
working day. That has gone a little way towards restor- 
ing the atmosphere of a market, though the advance has 
been minute, because official buying and selling rates 
remain fixed and the market has always been able to 
operate with the knowledge that the authorities will be 
there to supply their needs or take over their balances 
at pre-ordained rates. ‘ 

The opening of a market in Canadian dollars at con- 
trolled but fluctuating rates has also given the London 
market modest but valuable experience in reacquiring the 
mysteries of this trade. Foreign exchange brokers have 
had to open shop again and dealers have in a very small 
way had to show some inkling of dealing skill. The 
experience gained so far with the Canadian dollar has, 
it is true, been of such a parochial character that it offers 
no guide to what would happen if the sterling rate were 
set free. It can be assumed that the adoption of a “ free ” 
sterling rate would not mean the reopening of arbitrage 
foreign exchange dealing, since capital movements would 
presumably remain forbidden. The need to hand over 
specified currencies to the authorities would remain, and 
no bank would be allowed to carry positions over and 
above the foreign exchange balances required fOr normal 
working purposes. In other words, a freeing of the rate 
would not involve a return to anything like the fluid and 
active conditions that marked the prewar foreign 
exchange market. But it would recreate a position in 
which dealing skill would once again come into its own. 


Important changes would have to be made in the gold 
purchasing arrangements within the sterling area if the 
sterling rate were to be allowed to float. At present, 
arrangements are made for purchasing newly-mined gold 
at fixed prices, under comparatively long-term contracts. 
These arrangements would have to be amended if there 
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were no longer to be an official fixed sterling price for 
gold—not an insuperable difficulty but one that could 
give rise to trouble if, for example, British and South 
African pounds were to fluctuate in terms of one another. 
Another technical adjustment to a floating rate might 
be called for in the existing facilities for forward dealing. 
A moving rate would almost certainly increase the 
demand for forward facilities. There is no reason why 
these-facilities should not be extended to meet all genuine 
requirements of international trade. The opportunity 
might be taken to raise the cost of these facilities ; at 
present they are inordinately cheap. It might in fact be 
desirable to free the forward market in foreign exchange 
before freeing the spot. The authorised banks could be 
allowed to buy and sell forward exchange for genuine 
commercial transactions at rates that, while fixed in a 
competitive market, would give them a reasonable return 
and would not, as at present, be rates dictated by the 
authorities. 


Certain technical difficulties might arise as a result 
of the impact of a floating rate for sterling on Britain’s 
membership of two international monetary organisations, 
the International Monetary Fund and the European Pay- 
ments Union. It may be doubted whether the IMF 
would survive the blow of sterling’s virtual’ departure 
from the club—which is what a floating sterling rate 
would involve. It is true that IMF has shown increased 
toleration towards the vagaries of its members, but what 
can be tolerated with impunity when countries such as 
France or Canada diverge from the rules of the club is 
no measure of the disruptive consequences of a 
severance of the link between the two basic world 
currencies, the dollar and sterling. If the IMF 
mechanism were to be thus disrupted or discarded, a 


The Latin American Market 


HENEVER the need for Britain to “ push” 

exports becomes more urgent, greater attention 
tends to be directed towards the Latin American market. 
Experience in this market since the war has been frankly 
disappointing. United Kingdom exports to the twenty 
Latin American republics have indeed multiplied three- 
fold since before the war—their value amounted to just 
over {150 million in 1950 compared with about. {50 
million a year in the late ‘thirties. But this expansion 
has not kept pace with the expansion in Latin American 
purchasing power. Less than to fer cent of all imports 
into Latin America last year came from Britain, com- 
pared with nearly 15 per cent in good years before the 
war ; more than half of Latin America’s imports now 
come frem the United States, compared with about a 
third before the war. Germany, which is Britain’s 
natural competitor in many products for this market, 
provided more than 1§ per cent of Latin America’s im- 
ports before the war. Its share is recovering from the 
negligible proportions of the early post-war years, and 
last year it was already providing 3 per cent of Latin 
American imports ; in recent months German sales have 
been expanding rapidly. The accompanying: chart, 
which is reproduced from a recent issue of the Review 
of the Bank of London and South America, shows the 
most active participants in two-way trade with Latin 
America before and since the war. 
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new set of technical problems would have to be faces. 
their eventual solution might conceivably involve ; 
reconstitution of the tripartite agreement of the 19 
The European Payments Union, for its part, could hardh 
be operated as at present in a regime of fluctuating es, 
The machinery of monthly clearing of balances resulting 
from thousands of operations effected at varying tate 
would defy the ingenuity even of the OEEC exper 
responsible for this monument of monetary wizardry. 


What, then, is to be the verdict on the possibility g 
reconciling exchange control and moving rates? [t is 
first, that a moving rate would offer no insuperable dif. 
culty for the day-to-day operation of exchange contro): 
secondly, that the London market would probably 
adjust itself quickly to the new situation and would bens. 
fit greatly from the return to more or less competitiy: 
dealing conditions where skill was still something thy 
mattered and was rewarded ; thirdly, that a moving rate 
might create new sets of problems calling into question 
the hegemony of the sterling area, possibly causing ; 
proliferation of unrelated and divergent rates of sterling 
and thus perhaps damaging the position of sterling 4 
an international currency; finally, that any sud 
development would require considerable amendment of 
gold purchasing arrangements within the sterling are 
and might endanger the adherence of Britain to such 
international organisations as the International Monetary 
Fund and the European Payments Union. In short, any 
“freeing” of the pound rate is not ruled out becaus 
of technical difficulties of reconciling it with exchange 
control. There may be many and convincing reasons for 
not launching such an experiment in freedom but, if so, 
they lie in the realm of policy decisions rather than of 
technique. 
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What are the prospects for an “expansion of British 
exports to Latin America in the face of renasceat 
German and established American competition ? Any 
answer to this question involves a sharp differentiation 
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THE ECON 
ntrol) the great barrier in the way of an expansion of 


eg British exports 1S usually the existence of local import 
305, -srictions. In the northern countries (which are in the 
tay ‘American account ” area for the purposes of exchange 
ates, ontrol) the main barrier is probably still Britain’s lack 
ting xf competitive efficiency. 

-_ Unfortunately, the prospects for expansion of British 


rade with the non-dollar countries do not seem very 
bright. Real incomes in such countries as Argentina 


V of nd Brazil have not expanded since the war to the same 
tis, stent as, say, real incomes in Venezuela. Both the big 
diff. southern countries, together with their immediate neigh- 
tol : bours, have chosen to push ahead with industrialisation 


United KinGDOM TRADE WITH SouTH AND CENTRAL AMERICA 
(£{’000's) 

Note —Figures for 1951 show an approximate annual rate based 
on the first five months. Since some exports to Latin America 
are largely seasonal, some figures in this column may give an 
unrepresentative picture. 
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ng UK Exports and Re-exports 
rling 
Country Pepe j " 
iS a 1951 
such 1949 1950 (see above) 
if iz seas. Baa 
area Asgentina ...... 0.0 ds eceeu ee 51,572 38,752 26,900 
such AEP ec on er: 952 1,042 1,680 
an Brazil... 6k kage eee 34,369 43,334 53,500 
tary Chile Pees 5,575 6,252 4,860 
, any Dolombia ; ..... «sd eane ee ee 3,388 5,962 6,250 
ase Tonka MICA... .'s sian eee 442 818 1,050 
ee Cuba. MES es oy ee 1,603 3,456 7,360 
ang: Dominican Republic ......... 551 530 780 
5 for OBAGOT: i. . os ois bak poate ence 1,002 1,389 ] 460 
f $0 Bl Selvagor . . . +i i aedlpwks eee 320 587 820 
ae Seatemaia. . ...<sebaseeneens 395 806 1,070 
in of Mbitd .i...... 00. eee 306 652 600 
Honduras Republic .......... 180 267 430 
MetiC0 .. . . sb eédee atu 2,451 5,154 6,230 
NKMTOGUA . .. coe ga eee 104 330 350 
Panama and Canal Zone...... 2,142 + 5,065 1,830 
Parageay..... sar eaauwunas 893 538 1,490 
Peru ; « 0 0:50 bi Ree eee 4,350 10,607 10,250 
WIVEUAY . 2... i ecdale uname cu ee 10,506 13,847 16,850 
Wenesucla ... 6 0-65 5<ae vba 14.672 14,408 16,800 
ach ToraL Latin AMERICA ...... 135,773 | 153,796 | 160,560 
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programmes at the very moment when the terms of trade 
have been swinging back in favour of raw material pro- 
ducing countries. Two other consequences of these 
ndustrialisation programmes have been a diminution of 
local exports and a restriction of the use of scarce foreign 
exchange reserves to those imports that the local govern- 
ment considers essential. The typical British exports 
for which import licences are now freely granted are 
fuel, raw materials or semi-manufactures (such as cotton 
yarn), and machinery ; all of these are goods that can 
readily be sold elsewhere—especially in conditions of 
world rearmament. A Britain that is seeking to fill the 
yawning gap in its external payments by increased ex- 
tts of finished textiles and other consumer goods is not 


kely to find much new elbow room in the southern 
markets of Latin America. 


_The most important country in this region is Argen- 
ina. In 1950 Britain’s exports to Argentina 

almost entirely of coal, oil and a few other essentials. The 
recent Anglo-Argentine agreement provided for the 
‘stablishment of a mixed consultative committee to con- 
Sider the scope for expansion of “ less essential ” British 
“xports to Argentina in 1951. In several recent meetings 
this committee seems to have made virtually no progress. 
It is probable that Argentina will agree to issue import 
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permits for textile yarns (which it has lately been import- 
ing heavily from Brazil, Peru, the Netherlands, France 
and Italy); there may also be grants of more import 
permits for British chemicals. But any licences given for 
imports of so-called “ inessential ” British goods (includ- 
ing textile piece goods) seem likely to be of the peculiar 
sort that do not carry authorisation for use of foreign 
exchange—in other words of the sort that can be used 
only by Argentine importers who scrape around for 
foreign exchange at very high prices on the illegal (or 
“ jet-black ”) market. Some {£14 million worth of these 
tickets into the black market have apparently been given 
to would-be importers of British goods in the last three 
months. Argentina’s current difficulties in producing 
sufficient meat for export do not suggest that its foreign 
exchange position will permit any widespread granting 
of import licences for consumer goods for some time to 
come. 
* 


Prospects for British exports to Brazil seem slightly, 
though not much, better. Brazil is now threatening to 
establish a seasonal cycle in living beyond its means. In 
the early months of each year it announces a grave foreign 
exchange crisis and sterling remittances are held up. In 
the spring, when the proceeds of the cotton crop begin to 
come through, remittances are resumed and by the late 
summer the Bank of Brazil begins to talk about liberalisa- 
tion of import permits. Before this talk is translated into 
action, however, the winter’s foreign exchange crisis: may 
have arrived and remittances and import permits may 
again be held up. There is some hope that this cycle 
British Exports To Latin America, 1950 
MONTHLY AVERAGE 

















Non Dollar Dollar Account 
Countries Countries 

in Western excl. U.S.A. 
Hemisphere* and Canadat 

£000 | Percent, {’000 | Per cent 
Food and raw materials 530 | 6 252 7 
Maghimery w'....4.45 060 <0s 1,888 20 568 16 
Veeee i si ka we ant 2,385 26 828 23 

Other metal and engin- 
eering products..... 1,781 19 605 i7 
Chemicals, etc......... 763 8 270 7 
Textiles and clothing. . 975 10 614 17 
Other manufactures’... 951 10 363 10 
Other goods.......... 63 1 3% | 1 
9,336 100 | 3,536 | 100 
t i 





* ‘Non dollar countries” are Argentina, Brazil, Chile, Paraguay, 
Peru and Uruguay. { “ Dollar countries’ are Cuba, Haiti, 
Dominican Republic, Mexico, Guatemala, Honduras, Salvador, 
Nicaragua, Cesta Rica, Colombia, Panama, Venezuela, Ecuador 
and Bolivia plus the Philippines, Alaska, Porto Rico, Hawai and 
the Virgin Islands. 





may be mitigated this year since the Brazilian cotton crop 
for 1951 was unusually good. . Against this, however, 


German competition is reappearing in Brazil on a signifi- 


cant scale. 
In most of the other non-dollar markets of Latin 
1 s for an increase in British exports 
seem rather brighter in 1951 than in some recent years. 
Chile experienced an-acute balance of payments crisis 
in 1949 and severe import restrictions were accor 
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introduced. Despite these restrictions, British exports | 


to Chile have lately tended to increase ; Britain’s share 
in total imports into Chile in 1950 was over I§ per 
cent—well back to the prewar level. Peru is a country 
that, just over a year ago, took the bold step of setting its 
exchange rate completely free and lifting all import 
restrictions. Since then its prosperity has increased 
remarkably and so has British trade to the Peruvian 
market ; unfortunately, however, total imports into Peru 
are less than $200 million a year, and Britain’s share can 
hardly mount much above a quarter (against one tenth 
before the war). Uruguay is another country whose total 
imports do not reach $200 million a year. It discourages 
“inessential” imports -by a complicated multiple 
exchange rate structure and some import controls, but 
the British share in this market exceeds 20 per cent and 
is higher than before the war. Paraguay is a still smalier 
country and is now in grave balance of payments difficul- 
ties ; it has lately taken the interesting step of asking 
IMF experts to decide what it should regard as “ essen- 
tial,” and what as “ inessential,” imports. 

The accompanying tables show that about three- 
quarters of all British exports to Latin America now go 
to these non-dollar countries ; more than half, indeed, 
go to Argentina and Brazil. Yet it is in the American 
account countries to the north that the boom in oil and in 
the prices of primary commodities has boosted prosperity 
to new record heights. The dollar value of imports into 
such countries as Venezuela, Mexico and Colombia is 
now seven to eight times larger than it was in the "thirties. 

Unfortunately, however, the British share in these 
markets is usually small—often indeed much smaller 


Business Notes 


“ Pre-Gaitskell ” Equities 


The equity share markets have this week continued their 
rally from the shock administered by Mr Gaitskell’s dividend 
limitation announcement just over three weeks ago. On the 
eve of that statement, the ordinary share index of the 
Financial Times stood at 132.9, and in the phase of the 
market’s plunge into Daltonian “complete disorder” the 
index dropped to 127.1. By Monday last the whole of this 
loss had been regained, and two days later the index had risen 
to 133.6. This level, it should be noted, is still appreciably 
below the high point reached some weeks before the Chan- 
cellor’s speech—for that had cast its shadow before. It 
should be noted, too, that the behaviour of this index, which 
is based on the prices of market leaders, does not indicate 
the violence of the effect upon the more volatile securities or 
upon those that have recently benefited from increased divi- 
dends ; in these instances the fall was generally greater and 
the rally less marked than the movements shown by the index. 
Even so, the speed and extent of the recovery of the market 
as a whole has taken the City rather by surprise. This 
behaviour certainly does not signify that investors and busi- 
nessmen are viewing the consequences of a legal limitation 
of dividends less tragically than they did at the outset. On 
the contrary, one of the major sources of the market’s 
resurgence is undoubtedly’ the hope that the Chancellor’s 
intentions may never, in fact, become effective—though this 
is a hope that has been voiced rather less widely and less 
firmly in the past few days than it was a fortnight ago. The 
other main reason for the recovery, Mr Gaitskell would do 
well to note, is the realisation that none of his latest pro- 
posals can have any real effect in combating the pressure of 
inflation. Indeed, the fact that he has been constrained to 
resort to mere window-dressing—by measures of price control 


smaller countries in and around the isthmus an aggressive 


which on Tuesday next will offer £2,180,000 of 3) per cea 
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than before the war. The fault seems to lic partly in lag | 
of direct shipping facilities, partly in lack of market 
contacts, partly in British exporters’ refusal to nur | 
these markets in such matters as firm delivery dates and 
partly in the facile assumption that tasics in thes 
countries have been so completely conditioned by 
American standards that a British export drive could 
make no impression on them. It will be interesting ty 
see how much headway British exporters make jn th. 
Cuban market now that the pro-American discriminatiog 
in Cuba’s tariff system is to be mitigated. In most neigh. 
bouring markets—where no such discrimination has eres 
existed—British progress in the last few years has beep 
slight. 

Far too many of the British exports that do find they 
way to these markets are directly. related to the logy 
operations of British companies—especially oil com. 
panies. Yet the figures in Table II suggesi that ther 
should be some scope in these northern markets fy 
greater sales of British textiles and other products thy 
are barred from the more closely regulated markets to the 
south on the grounds that they are “ inessential.” Co. 
tainly it is noticeable that German exporters of consume 
goods are setting their cap at these northern markets. | 
has been said that one of the most fruitful fields for the 
present-day merchant adventurers of Britain may lie in 
the territories that border the erstwhile Spanish main 
The most promising individual markets seem to be in 
Venezuela, Cuba and Colombia, but in some of th 


and direct sales campaign would also seem likely to yield 
valuable resuts. 


and the “ psychological ” device of dividend restraint—hus 
led many people to conclude that no real resistance to infli- 
tion ever will be offered by a Government of the present hue, 
In these circumstances, even with dividend limitation, sound 
industrial equities are still regarded as the best available 
hedge for many people. 
This conviction explains not only much of the recovery 
in the equity share markets, but also the moderatcness of the 
rise in gilt-edged. The fact that, for the time being, div 
dends have a ceiling but no floor, so that ordinary shares 
might be regarded on this ground as having even less invest- 
ment merit than fixed-interest securities, had been expected | 
to provoke some considerable switching of funds into gilt- 
edged. No doubt some such switching has occurred ; but 
so far the main effect of Mr Gaitskell’s move seems 10 have 
been to check the opposite movement—the switching from 
fixed-interest securities into equities—that had been pte 
ceeding so actively in the preceding months. In consequent, 
gilt-edged values are little different now from what they wer 
three weeks ago: the long-dated and irredeemable stocks 
have risen on balance by a mere 1/4-5/16, and the trend if 
the past few days has been easier. scope for any recovery | 
in gilt-edged values is being narrowed, too, by the know 
ledge that a* lengthening « of trustee borrowers wall 
approach to the market. The next in turn is British Guan 

























stock, 1966-68, at 97. This issue was underwritten the 
market last week ; £680,000 of the total has been taken firm. 
* * * 

Wintry Prospect : 
By a ‘touch of irony, a few days of cold weather hare 
coincided with the wane igen in generating capa? 
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THE 
‘pecause of repaits) to produce power cuts in the north and 
sorth-west of England im every way as drastic as those that 
we in prospect in mid-winter. The estimates worked out 
by the British Electricity Authority are indeed frightening. 
The report of the Electricity Sub-Committee of the Joint 
Consultative Committee of the National Joint Advisory 
Council describes the prospect as being “ more serious than 
any with which we have had to deal since 1947.” That is_ 
egough to frighten industry amd to freeze the marrow of 
the private consumer. There are no remedies for this situa- 
gon, Consumers will go short ; the only question is whether 
they can contrive to make the effects of shortage as little 
harmful as possible. 

The sub-committee records the estimates of the BEA of 
potential demand at the winter peak: 

Average weather 13,800 megawatts 
Average Cold Spell ............ 14,400 megawatts 
Severe Weather. .i.iieasesntees 15,100 megawatts 


“Tt is.” says the BEA, “a matter for the committee to 
decide which of these weather hazards should be taken into 
account in planning next winter’s load spreading.” The 
committee hands back this invitation to indulge in long-range 
forecasting with the unassailable conclusion that, whatever 
the weather may be, the gap between generating capacity and 
potential demand cannot be closed by rearranging industry’s 
demand. Since installed generating capacity is not likely 
to exceed 12,200 mw. in February next year, there is the 
prospect of a gap at times of peak demand of 1,600 mw., 
even on the best assumptions about the weather. Frequency 
and voltage reductions have now come to be an accepted 
feature of the winter months. They can be used to dilute 
maximum demand to the extent of about 1,200 mw., leaving 
under “ average cold” conditions some 1,200 mw. of load 
to be spread or shed. 


Of this margin, industry is adjured to find 600 mw., which 
means 20 per cent of last winter’s maximum demand by 
industry before load spreading. And there is so little pros- 
pect of shortening the duration of load spreading arrange- 
ments that the sub-committee recommends that they should 
apply from the beginning of November to the end of March, 
from 8 a.m. to 12 noon and from 4 p.m. to §.30 p.m., 
Mondays to Fridays. 

These fatalistic conclusions are themselves dependent upon 
two other conditions. “ Any dislocation of domestic solid 
fuel supplies” would seriously increase the maximum demand 
atthe peak. Secondly, 


the sub-committee sees no way of securing adequate means 
of avoiding load shedding that does not involve some adjust- 
ment of the customary hours of work, whether by a simple 
alteration of working hours, the introduction of double shifts 
or a considerable switch to night work. 


It is a choice between spreading and cuts—and spreading on 
a scale that is bound to cause household dislocation and can 
only fall unequally on different industries. It would be 
Surprising if it could be put into operation on an effective 
scale, but the effort should certainly be made. 


*- a * 


fuel and Power 

It was no part of the sub-committee’s task to examine 
nce again the economies of power production and distribu- 
non. Another winter approaches with the same old prob- 


{ns still awaiting solution and seriously intensified—with 


mithing more concrete to offer towards their solution than 
anciful ideas of importing power from Frarice. The addi- 
tonal 600 mw of commercial and domestic load that has to 

discarded under “average cold” conditions remains a 
matter of exhortation ; it is beyond the power of BEA to 
coo either by physical or economic means—though there 
ve recently been signs of a readier disposition on its part 
© consider some of methods of contro] that have been 
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discussed in these columns and elsewhere so fréquently in 
the past. 


It is something that at long last the Minister of Fuel and 
Power has announced the composition and terms of reference 
of a committee to consider 


in view of the growing demands for all forms of fuel and 
power arising from full employment and the rearmament 
programme whether any further steps can be taken to promote 
the best use of our fuel and power resources, having regard 
to present and prospective requirements and in the light of 
technical developments. 


These terms of reference would seem to leave it opn to 
the Committee to conclude that all possible steps are already 
being taken—which would certainly be an odd conclusion, 


since they are being asked to survey. the whole question of 


the use that is made of basic fuels (mainly coal and oil). 
The committee includes no representatives from the 
nationalised fuel and power industries, which is as it should 
be; it should be capable, when it has reached the end 
of its burdensome task, of forming the first independent 
judgments on the most economic and efficient means of using 
resources that have become pitiably scarce in relation to the 
demands that are now being made on them. 


This again will be of no help during the coming winter. 
There are other serious problems apart from the gap in power 
supplies: Will there be a spurt in coal output to match the 
effort in the spring, which succeeded beyond expectations ? 
The National Coal Board remains optimistic that Saturday 
working will be generally resumed throughout the industry 
but it will have to start quickly if distributed stocks (now 
13.9 million tons compared with 13 million tons a year ago) 
are to be raised tq a safer level. Manpower remains pre- 
cariously at the 700,000 mark and there are only a few 
hundred more face workers than a year ago. Stocks of gas 
and locomotive coal are not as high as they should be and 
merchants’ stocks of domestic fuel threaten the breakdown 
of supplies of which the BEA is rightly apprehensive. Will 
the railways be capable of handling any increase in output ? 
They, too, are seriously concerned about their ability to 
provide adequate freight transport in the coming winter. 
Nor is any relief obtainable this winter from greater use of 
fuel oil. The oil distributors expect to be able to meet ~ 
the needs of existing consumers (though this may well 
involve a good deal of contrivance) but they will not be 
able to satisfy any increase in demand as they have been 
able to do on such an impressive scale in past years. 


* * * 


Steel Prices Increased 


The need for an increase in steel prices-was apparent 
long before the Government launched its latest Operation 
Canute. The Minister of Supply’s long delay in reaching a 
decision has been ended at the moment when his colleagues 
are beginning once ‘again to experiment with all the devices 
that have failed in the past to keep prices stable. Mr Strauss’s 
belated approval of the increases announced last Monday is 
out of step, but though it may be late, it is certainly logical. 
Last April it was suggested in these columns that steel prices 
might have to be raised by £3 a ton if the rise in cost of 
materials and transport were to be fully met. Delay has 
meant that the increase, now that it has come, is a good deal 
heavier. It is difficult to see what advantages postponement 
of the decision has brought: indeed, keeping the price of 
steel products too low during the summer has encouraged 
demand for steel at the very time that the authorities have 


. been trying to quench part of it by physical allocation. 


There is, perhaps, a better argument in the case of steel 
than could be advanced for ap agape ce rage 
keeping prices as stable as possible as long as possible. 

last material increase in steel prices was in April, 1949, and 
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despite devaluation, rising costs of internal transport, and 
heavier burdens for imported raw materials, the steel industry 
has managed te live on the 1949 prices ; it has improved its 
efficiency by producing more steel for a given quantity of 
coal consumed, and labour productivity in steel melting and 
rolling has shown a significant improvement. But these 
advances have been overshadowed by the doubling of prices 
of imported raw materials in the past year. Freight charges 
on iron ore from North Africa increased by 190 per 
cent in the year to June, and the landed cost of imported ore 
by nearly 60 per cent ; because of unexpired contracts for 
ore and shipping space both of these increases are lower than 
they might have been, and may yet be. Imported scrap cost 
{8 13s. a ton in the second quarter of 1950 and {12 2s. a 
ton in the first quarter of this year ; it is now over £16 a 
ton—for what there is of it. 


All told, extra costs of imported raw materials account for 
40 per cent of the total proceeds of the higher prices now 
announced. Another 20 per cent will be absorbed by the 
revised arrangements to cover the losses on imported finished 
steel. Such steel has been provided to British users at the 
home price, the difference being made good hitherto by 
Exchequer subsidy. This subsidy is to be discontinued and 
the losses are to be pooled in the steel industry’s total costs. 
It is impossible to say exactly what they will amount to. On 
the prices ruling in June, imported plates showed a loss of 
£31 a ton, and sheets a loss of £25 a ton (in each case exclud- 
ing import duty which is, in effect, remitted). Since there 
may be sharp fluctuations in steel prices abroad and keen 
competition on the part of other countries besides Britain 
for what foreign supplies are available, the total loss to be 
equalised over domestic steel prices is quite indeterminate. 
The new pricing arrangements, therefore, introduce a levy 
of 15s. 6d. a ton on ingot steel to meet the prospective loss 
on imports. Meanwhile, the internal accounting arrange- 
ments continue whereby steel companies that have the 
advantage of using relatively lower cost raw materials pro- 
duced at home contribute towards the additional costs of 
other steel makers who rely more on imported materials. The 
surplus on this equalisation fund has been considerably 
drawn upon in recent months to meet higher import costs, 


* * * 


Prices and Output 
The broad effect of the latest increases in steel prices 
is summarised by the British Iron and Steel Federation in 
the following table: — 
STEEL Basts Prices Per ‘Ton 








New Price | . Increase 
s. d, 1 ea 

SE ie ee ey oe in Gey te ae Ma Fae Fen 2116 6 47 6 
PSN SS GRE ives koe orate ae 23 19. 6 3.14 0 
WO cada is kd dw tance counsiohnas 2420 310 6 
WN ee ie a eee dae ‘. 24 10 6 413 0 
WE a a ss os sin Bi eek wewian 25 6 6 436 
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They range from something less than one-fifth for angles 
and joists, and certain more highly finished products, to 
one-quarter for billets. The Federation claims that after 
giving effect to these increases, steel products will be 
selling on the average at 130 per cent above the prewar 
average—little more than half the rise shown by other 
constituents in the wholesale price level. The Federation 
also cigs that “British steel prices are still fully com- 
petitive™with those ruling in Western Europe and far below 
those of the United States.” It is not denied, however, 
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that certain German steel products will now be slightly 
cheaper ; this is. a point which British engineering ra. 
cerns who are now showing signs of apprehension Pe: 
future German competition are not likely to overlook 
Broadly, however, the contention is true that the raisin 
of British steel prices nearer to the world level (and distinctly 
nearer to the non-dollar level) should tend to ensure tha: 
steel will be used with greater cate and that exports of sig 
products should show a greater emphasis on higher-yalyei 
products and less upon simple articles. 5 


It remains to be asked whether, when this attempt way 
being made to bring steel prices more closely into line With 
average costs, further consideration should not have been 
given to the price of home-produced steel scrap and th: 
prospects of increased deliveries, of which the steel furnaces 
stand in urgent need. The industry and its leading 
customers have done well to secure the greatest and quickes 
return of scrap to the furnaces. The serap campaign j 
now attempting to tackle a much more difficult task—s 
persuade those who have scrap, but who lack the Special 
incentives that apply to producers and large users of steel, 
to disgorge their supplies. These may be great in the may, 
but they are usually small in the piece, and the question 
whether £4 a ton (plus special costs of collection in som 
cases) will be sufficiently attractive to get them moving to 
the steelworks has still to be answered. The virtues of 
competitive prices for British steel are not to be denied ; bu 
what happens if the scrap price on which they are partly 
based should prove too low to sustain the highest level of 
output of raw steel that ought to be possible ? 


* * * 


Smaller Trade Gap 


Provisional trade figures show that the visible trade gap 
was smaller in July than in June. The excess of impor 
(valued c.i.f.) over exports (valued f.0.b.) dropped by some 
£20 million from June’s record figure of £148.9 million to 
£127.1 million in July. For the first seven months of thy 
year, the excess of imports over exports amounts to no less 
than £679.3 million, compared with £347.9 million for the 
whole of 1950. The improvement in the July deficit results ” 
entirely from an increase in United Kingdom exports from 
£200 million to £222 million. Re-exports also increased 
slightly. Total imports in July at £358.9 million were almost | 
identical with the June imports of £357.5 million. The value 
of exports approached the high figures recorded in April and 
May. The increase in the value of exports between June to 
July is about one-tenth ; but export prices will probably have 





EXPORTS TO NorRTH AMERICA 
(Monthy Averages { m.) 
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USA Canada N Pee 

1950, Ist quarter..... 6-7 8-5 15:3 
2nd pet are eee 7-3 10-2 17°5 
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O85 3 Re 12-8 12-3 25:1 
1951, Ist eer 11-2 9-5 20:7 
re peg et 12-5 13-6 26:1 
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increased further and the July improvement makes only the 
beginning of a contribution towards the increase of some ? 
per cent in the volume of exports which the Chancellor his 
demanded to meet this year’s prospective trade deficit 


Exports to North America seem to have been more St 
factory, increasing from an average of £26.1 million ® ; 
second quarter to £28 million in July. The July figu - 
about a fifth above that for the first part of the year. pa 
to Canada increased to a record figure of {15.6 ™ ie 
whereas exports to the United States fell slightly. Taken 
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The office clock needs watching 











@ CLOCKS are most expensive when they record 


overtime. Nowadays, the cost of office staff, 
in terms of space alone, must be justified by 
greater production per person, per day. But 
no organization can get this if it relies on 
obsolete figuring methods to provide all the 
facts it needs. Ideally,all procedures should 
be finalized within normal working hours; 
all accounts not only completed but proved; 
every desk cleared of today’s work today. 


Burroughs are in business to make this 
practicable, First, by expert advice on how 
to get an accounting routine working evenly, 
with no overloading and maximum output. 
Secondly, by installing the business machine 
exactly suited to the system that gives the 
best results. 

The Burroughs organization is known all 
over the world. Experience of the changing 
needs of business, on the widest scale possible, 
helps them to solve the most localized prob- 
lem faster. And to provide an on-call main- 
tenance service that keeps their machines on 
the job all the time. 


IT COSTS YOU NOTHING... 


Many economies can be made in office depart- 
ments—but problems cannot be solved until they 
are clearly defined. The Burroughs publication 
“ Ways to Save Time in an Office” contains useful 
advice for office management. This booklet can be 
obtained, free of charge, from Burroughs Adding 
Machine Ltd., Avon House, Oxford Street, 
London, W.1. 


You can count on 


Burroughs @) 


\dding - Calculating - Accounting - Statistical Machines 


: BURROUGHS ADDING MACHINE LIMITED, 
YON Ho 
HOUSE, 356-366 OXFORD STREET, LONDON, W.1 
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THE BRITISH LINEN BANK 


INCURPORATED BY ROYAL CHARTER 1746. 





LONDON OFFICES: 
City Office: 
38, THREADNEEDLE STREET, €E.C.2. 
West End Branch: 
198, PICCADILLY, W.1. 











OVERSEAS BUSINESS 


Special Departments at the Bank’s 
London City Office, at the Principal 
Glasgow Office, and at the Head 
Office are fully equipped to handle 
every description of Overseas Bank- 
ing Business. Enquiries are invited. 

















Principal GLASCOW Office: 
110, QUEEN STREET, C.1. 


BRANCHES THROUGHOUT SCOTLAND. 


HEAD OFFICE: 
38, ST. ANDREW SQUARE, EDINBURGH, 2. 











AFFILIATED TO BARCLAYS BANK LIMITED 




















A Factory Site in Sydney 


If you have decided that Sydney, or anywhere else in 
Australia or New Zealand, is the right place for your 
new factory, we at the Bank of Australasia, in addition 
to a fine banking service, can offer you valuable infor- 
mation. For many problems will almost certainly crop 
up which come outside your particular province, but 
on which we, through our constant active contact with 
all forms of commerce and industry within Australia 
and New Zealand, can probably advise ycu. Please call 
at, or write to, either of the addresses given below. 


THE BANK OF AUSTRALASIA 
LIMITED 
Manager : G. C. Cowan 


Bead Office: 4 Threadneedle Street, London, E.C.2. 
Strand Branch: 263 Sirand, London, W.C.2 (Opposite Australia House). 
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CERIUM 


ERIUM is one of the group of elements 
known as the “ rare earth’ metals, which 
are very similar to each other in chemical pro- 
perties. The first steps in the discovery of this 
element were taken in 1751 when a 15-year-old 
Swedish boy Wilhelm Hisinger sent a sample of 
rock to the famous chemist Scheele. Hisinger 
thought that this rock, now known as the mineral 
“cerite’’, might contain a new metal; but 
Scheele failed to find it. More than twenty years 
later Hisinger himself discovered in cerite the 
new element cerium. Today the most important 
sources of the rare earth metals are deposits of 
monazite sand found in India and Brazil. Pure 
cerium is rarely produced, but in the form of 
“* Mischmetall ” — a mixture or rare earth metals 
— and in compounds with other elements it has 
a number of industrial uses. The luminosity of 
an electric arc light is increased if the carbon 
electrodes are impregnated with cerium fluoride 
during manufacture, and ceric sulphate 
is used in chemical analysis and in 
photography. 
Mischmetall is used extensively to 
make lighter flints of which I.C.I. 
produces many millions every 
year for use in gas and cigarette 
lighters. 
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THE PERSONAL | 
TOUCH IN i 
BANKING 


~ Nearly two centuries of financial .. 











perience and personal service to cach : | 
customer have helped to build up the 
present tradition of Glyn, Mills & Co. — || 
The banking service which is provided Hi 
is completely modern in all its as 


pects, 

yet has never become Heenonal in its 

attitude towards the large concern or 
the private individual. 

GLYN, MILLS & Co. || 

BANKERS Hh 

HEAD OFFICE: 67 LOMBARD STRE! 

LONDON, E.C.3 


Associated Banks: Royal Bank of Scotland, 
Williams Deacon’s Bank Ltd. Hit 
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Time for. Eastern trade 


Ten-fifteen in England and the London, Manchester and 
Liverpool offices of The Chartered Bank of Ind., Australia 
and China have already opened to the public. \t New York 
the day’s work has not yet begun, In the East at Colombo 
it is tea-time and in Hong. Kong business is finished for 
another day. But wherever business men engaged 19 the 
Eastern trade may be, they will find at the nearest branch 
of The Chartered Bank up-to-the-minute information, skalled 
assistance and efficient banking services. 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 
H Fee ates Royal Charter 1853) 
London’ Bishopogate, Lendon, E.C.2. ; 
maps 5 pth sr er ranch: 28 Il Street, London, S.W.t 
" eaaa Seouhs Lend Steet, Manchester, 2 
New York Agecy: 6 Broadway, New York,” 6. pa 
throuchout centres rcial im 
auth Southern and th-Easte ey ke Far East. 
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Je. the July figures are less disturbing, but imports are 
get and show little effect, as yet, of the reaction in 
world prices since the spring. 


* * * 


CIC as a “ Star Chamber ” 


Evidence continues to accumulate to witness the depth 
of the feelings that dividend limitation has aroused in the City 
sod among industrialists. On Tuesday it touched off a 
characteristically explosive h from Mr Gibson Jarvie, 
who told stockholders of the United Dominions Trust (whose 
dividend was recently restored to its prewar level) that the 
Chancellor’s “ amazing” speech had compelled him to 
rewrite his intended address. The revised version com- 
prised a studied attack on Government policy at large, and a 
nlea for freedom that found echoes throughout the City— 
and far beyond it. The main interest in Mr Jarvie’s speech, 
however, lay in his promised account of the Trust’s efforts 
to secure permission from the Capital Issues Committee for 
a new issue of capital. He explained that the Committee 
turned down an application made twelve months ago, and 
again rejected it on re-submission towards the end of the 
Trust’s financial year, without giving reasons,for the decision. 
Mr Jarvie thereupon protested to the Chairman of the Com- 
mittee, but failed to secure either.a reversal of the decision or 
a statement of reasons—of the nature of which Mr Jarvie 
professes complete ignorance. In his opinion, this procedure 
of “ condemning ” a company “in its absence” and without 
stated grounds “ smacks of the Star Chamber ”; it is all too 
consistent with the huge extension of legislation by adminis- 
trative decree and, now, by “arbitrary pronouncement ” 
exemplified by the fiat on dividends. ' 


In principle, there is much force in this criticism of the 
system of capital control, and it is perhaps a pity that the 
long overdue challenge should have happened to be launched 
on this particular issue. In point of fact, it is easy to discern 
the reasons for the rejection of the United Dominions’ appli- 
cation, and equally easy to see that they are in line with 
existing Treasury policy (irr tive of the merits or 
de-merits of that policy), In the first place, the CIC, as agent 
and adviser of the Treasury, is adjured to satisfy‘ itself, 
before recommending that permission be granted for an issue 
by a finance company, that all the projects for which the 


company would use the funds would be such as would be 


eligible for finance if they came directly before the Com- 
mittee. In present circumstances, when the Chancellor even 
admits that the “ blind” weapon of rising interest rates has 
a part to play in his effort to restrain investment, it is 
scarcely surprising that the authorities are particularly 
cautious when considering applications by finance companies. 
Secondly, the banks have been “requested” by the 
Chancellor to ensure “ in parti ” that “ advances are not 
made for the increased finance of hire purchase particularly 
of consumer goods.” This wording makes it quite clear that 
the United Dominions Trust would not be entitled to special 
consideration merely on the ground that any increase in its 


— financing facilities would be confined to capital 
S. . 


aeoes these published directives clearly reveal why the 

mmittee has rejected Mr Jarvie’s application, it is to be 
hoped that the authorities will take his criticism of the general 
Principle seriously, There are very few instances in which 
the reasons for rejections are as apparent as they are in this 
instance. For the most part, the directives are 
couched only in very general terms, and, since the Com- 
mittee is technically only an advisory body, the instructions 
ish be—and itosen Sm are—supplemented by unpub- 

ed ad hoc rulings the Treasury itself. Because no 
‘<asons for decisions are ever publicly stated in individual 
instances, the authorities are mot even | bound by 


morally 
Precedent, and their decisions often and are) , 
appear (ar Pot ind fe). 


Mconsistent one with another. The 


417 
finance must nowadays labour under a ing difficulties in 
any case ; its burdens ought not to be further aggravated by 


the entirely unnecessary arbitrariness of the procedure for 
capital issues control. 


* * + 
Trade Agreement with Cuba 


Britain’s long-term sugar contract with Cuba came 
under heavy fire from the Commonwealth when the first 
proposal leaked out at the Torquay tariff negotiations at 
the beginning of this year. The contract, which runs for 
three years only, forms part of a general trade agreement 
signed with Cuba last weekend. The agreement will remain 
in force until December 31, 1953.. Britain has undertaken 
to buy at least 1,500,000 tons of Cuban sugar at world 
prices during this three-year period at an annual rate of 
500;000 tons, with the right to reduce the purchases in any 
one year to 400,000 tons. Some 800,000 tons of Cuban 
sugar have already been purchased this year, leaving a 
maximum commitment of 500,000 tons next year and 
400,000 tons in 1953. If sugar rationing is to be abolished, 
all this sugar will be needed from Cuba in addition to the 
exports from Commonwealth countries. Britain has also 
agreed to license the import of Havana cigars to the value of 
$500,000 in each of the years 1952 and 1953. This sum 
represents approximately 2,000,000 cigars compared with 
the current annual imports of 11 million cigars from 
Jamaica. The import is more than a token, but hardly a 
threat to Jamaica; hitherto Havana cigars were excluded 
from the British market, in contravention of the principles 
of the General Agreement on Tariffs and Trade. 


Cuba has agreed to reduce its import duties on specified 
goods from Britain to the preferential rate levied on 
American imports. There is also a surcharge of about 2} per 
cent ad valorem on certain goods. British trade to Cuba will 
in future compete on the same footing as American trade. 
The basic list covers some eighty items including earthen- 
ware, tools, cutlery, instruments, colours and dyes, chemicals, 
wireless and television equipment, industrial and office 
machinery, motor cars, motor cycles and toys. The signifi- 
cance of this concession rests on the fact that until the 
agreement was signed, the duty on British goods entering 
Cuba was almost twice that on similar American. goods ; 
the value of such goods exported from Britain to Cuba in 
1948 amounted to $2,500,000, whereas American exports 
reached $85 million—a difference that cannot be explained 
away solely in terms of inferior competitive power of British 
exports. Under the new agreement British exporters will 
be able to compete on what is virtually equal footing with 
the United States for $85 million worth of Cuban trade. It 
is true that through the operation of the most-favoured- 
nation clause many other countries will enjoy the same 
concession as Britain, but Britain stands to reap the largest 
harvest. 


The agreement would seem to be one of those ideal 
arrangements that benefits both parties. Cuba has been 
worried about the expansion in sugar production in Common- 
wealth countries and -the consequent loss of the British 
market. It has now been guaranteed a market in Britain up 
to the end of 1953 although of much smaller size than before 
the war. Again Cuba has foreseen the possible decline in 
the supply of American goods owing to the new defence 
programme and was willing to open up its market to other 
suppliers, As for the British undertaking, it represents no 
more than a promise to buy from Cuba sugar that this 
country would* probably have bought in any case, and it is 
coupled with an opportunity to increase Britain’s dollar 


* * * 


Cuban and Commonwealth Sugar 


The new sugar contract with Cuba in no way affects 
existing contracts with Commonwealth countries or the new 
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agreement that is to come into force in 1953—though 
Commonwealth producers may take a lot of convincing on 
this point. Britain has already undertaken to find a market 
for the total exportable surplus of sugar from the Common- 
wealth up to 1952. The new Commonwealth agreement 
is to come into operation in 1953 and will last until 1958 ; 
during this period exports of sugar from Commonwealth 
sources are expected to increase from 1,700,000 tons a year 
to a maximum of 2,375,000 tons. Britain has promised 
to find a market for more than three-quarters of this 
maximum quantity from 1953 onwards, and to ensure that 
the new Cuban contract will in no way hurt Common- 
wealth producers Britain has made an additional offer to 
guarantee a market for the whole exportable surplus up to 
the end of 1953. In this way Commonwealth: produce-s 
have been offered a guaranteed sale for their entire output 
for the duration of the Cuban contract. 


British consumption of sugar at the present ration scale 
is about 2,200,000 tons ; unrationed demand might exceed 
2,500,000 tons. In addition exports of refined sugar amount 
to about 700,000 tons. Total demand can therefore be 
put at some 2,900,000 tons a year on current ration scale 
and 3,200,000 tons or more a year if rationing were abolished. 
Home production this-year will provide 600,000 tons, leaving 
2,300,000 tons to be met from imports ; of these, 800,000 
tons will come from Cuba. These figures take no account 
of building up stocks. Imports from Commonwealth coun- 
tries in the first half of this year amounted to 460,000 tons 
and are unlikely to reach 1,000,000 tons for the whole twelve 
months. The apparent gap will be bridged by supplies from 
the Dominican Republic. 


The main difference between the Cuban and Common- 
wealth contracts is that Cuban sugar is bought at world prices 
and these at present are above the prices negotiated annually 
with Commonwealth producers, which are insulated from 
fluctuatioris in the world market and take into consideration 
variations in cost of labour and materials to give reasonable 
remuneration to efficient producers. It was stability of 
return that Commonwealth producers sought. On sugar, 
then, it would seem that the Commonwealth has no grounds 
for complaint about the new Anglo-Cuban trade agreement. 
Cigars may be another matter. The tariff preference enjoyed 
by Jamaican cigars is slight, so that next year and in 1953 
Jamaican producers will have to compete with Cuban pro- 
ducers for approximately one-fifth of their sales to the 
British market. Given the General Agreement on Tariffs 
and Trade, however, the ban on imports of Cuban cigars 
would have to be lifted sooner or later and it would be sur- 
prising if its abolition next year would reduce significantly 
Jamaica’s trade with Britain. 


* * * 


Trends in EPU 


As Mr Gaitskell forecast in the economic debate, the 
United Kingdom’s net deficit with other members of the 
European Payments Union deteriorated further in July. It 
amounted to $120.7 million (or £43,120,000) compared with 
some $52 million in June and $27 million in May. Just over 
£214 million of gold, had, therefore, to be repaid to the 
Union, and there was a similar reduction in the United 
Kingdom’s outstanding credit ; Britain’s net gold receipts 
from the Union since July 1, 1950, now amount to just under 
£7,000,000 and its outstanding credit balance has dropped 
below. £83 million. The deterioration in July must have been 
partly due to the fall in prices of sterling ar¢& raw materials 
sold to Europe, but the trend cannot yet be called an alarming 
one. In both 1949 and 1950 the sterling’area showed a 
seasonal deficit with Europe in July. 


Shortly before the preliminary results of the July com- 
pensations were announced, the managing board of EPU 
published its report on its first year of operations. A large 
part of this report "is taken up with the recounting of 
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statistics that have been previously published, } 
makes it plain that the managing board has 
throughout the’ year in making studies of, and tender 

advice about, the economic policies of member Governaie 

In the case of countries showing “ extreme disequilibra 
in their balances of payments, this was, of course, part ofthe 
board’s statutory duty. Thus the board has bee 


ut the text 
been active 


: n in mo 
or less constant consultation with the West Sena 
Government since October, 1950 ; it records its Satisfactiog 


with the steps taken and with the fact that Germany has 
swung back into surplus with EPU since March—th 

it still agrees that Germany’s imports from the EPU ary 
should be kept down, by administrative methods, to $17 
million a month for the time being. The board has also bees 
in consultation during the year with Greece (which agree 
to draw up a new import programme under ECA guidance) 
with Austria (which has been granted $10 million of special 
assistance on the understanding that it carries through 
number of internal disinflationary measures), with Turkey 
(whose request for special assistance in June scems to haye 
been somewhat curtly refused) and with Iceland. Special 
consultations have also recently started with the Netherlands 


* * * 


Advice to the Creditors 


Among the creditors in EPU ; Portugal was the first to 
come near to exhausting its quota. At the beginning of 1951, 
the managing board therefore approached the Portugues 
Government and suggested that it might lift internal credit 
restrictions, liberalise imports and customs procedure into 
both the metropolitan area and overseas territories, and, above 
all, seek to prevent the flight of European capita! to Portugal 
This approach seems to have met with some success, for 
Portugal, which at one time had exhausted 96 per cent of 
its quota, ran monthly deficits in May and June. The board 
has also had some discussions with the Belgian Government 
about the flight of European‘capital into that country. 


Finally, the board kept a wary eye on the surpluses that 
were accruing to the United Kingdom and France in tk 
first nine months of EPU’s financial year. The United 
Kingdom told the board that its surplus in the last sx 
months of 1950 had been shared equally between the 
United Kingdom and the rest of the sterling area but that 
the tendency in the first quarter of 1951 was for the over- 
seas sterling area to earn a much larger share of the surplus. 
It therefore expected the whole surplus to diminish shortly, 
an expectation that has since been fulfilled. France told the 
board that it intended to follow a more liberal commercil 
and exchange control policy; it too has now relapsed into 
deficit. On the whole, therefore, EPU has good reason 0 
be proud of the achievements of its first year. It is clear 
that Europe now has not only a useful accounting 
mechanism that economises in the use of resources and 
renders discrimination against individually “hard” Euro 
pean currencies unnecessary. It also has a supra-nationd 
pressure group that is capable of prodding both excess 
debtors and excessive creditors piety in the right direction 


oe 


* * * 


What Price Wool? ° 


The wool market is returning to its prewar form wit 
wide fluctuations in price for little apparent reason. 
trade says that it is “a period-of indecision” and refuses 1 
commit itself until it sees more clearly what recommendations 
on wool allocation will emanate from Washington. 
policy of caution was fully felt in the resumed New 
auctions on W. . ‘Prices generally fell by 30-35 Pe 
cent and those for medium and coarse crossbreds were c 
to their level of May, 1950, despite the low leve! of stocks 
consuming countries. But ps the most striking oo 
of the sale was the withdrawal of some 30 per cent of t 
offerings either because woolgrowers were dissatisfied 
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The Gateway to India 


Businessmen need go no further than London to find the 
key to the gate, for the National Bank of India can provide 
all commercial banking facilities needed for trade with the 
subcontinent of India. Moreover, the Bank’s specialized 
knowledge of this area and of East Africa can be of great value 
to those interested in developing trade with these territories, 
Enquiries are welcome at Head Office and branches. 


A comprehensive banking service is 
available at the Bank’s branches in 


INDIA PAKISTAN CEYLON BURMA KENYA 
ZANZIBAR UGANDA TANGANYIKA and ADEN 


NATIONAL BANK OF INDIA 
LIMITED 


Head Office : 26 Bishopsgate, London, E.C.2. 
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ASK THE MAN 


WHO KNOWS 


Business men and bankers who have visited 
Australia or New Zealand will tell you that the best 
medium for facilitating trade with those countries 
is the Bank of New South Wales — largest 
commercial bank there. 

You are invited to use our specialist services 


through your own bank. 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 HEAD OFFICE, SYDNEY, AUSTRALIA 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, 
ond 47 Berkeley Squore, W.! “ 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 











GB50038 

















BANK OF 
| MONTREAL 


(incorporated in Canada in 1817 with Limited Liability.) 





Financial Agents of the 
Government of Canada in London 


The Bank undertakes general banking business and 
with its numerous branches offers special facilities 
in Canada and the United States. 


CAPIT AR, © ort ea or score $36,000,000 
REST AND UNDIVIDED PROFITS $51,498,000 
ASSETS IN EXCESS OF... ...  $2,000,000,000 


Huntly R. Drummond, Esq., Honorary President. 
B. C. Gardner, Esq., M.C., President. 

Louis L. Lang, Esq., C, F, Sise, Esq., Vice-Presidents. 
Gordon R. Ball, Esq., General Manager. 








Head Office: MONTREAL 
Over 560 branches in Canada covering every province, 
ond in New York, Chicago and San Francisco. 
London Offices : 
47 Threadneedle Street, E.C.2 

A. D. Harper, Manager. 
9 Waterloo Place, Pall Mall, S.W.1 
| T. E, Roberts, Manager. 
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A. network of 600 branches and agencies 


provides a regular flow of trade information 


of vital importance to British business houses. 


For details of this service write to the Informa- 


tion Department of :— 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


7, Lothbury, London, E.C.2 
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the new level of prices, or because, more probably, buyers 
were not willing to take larger quantities at even the lower 
prices. The outlook for next week’s sale in Napier does not 
seem bright. 

The publication of the details of the proposed Common- 
wealth wool scheme this week was well timed, coming as it 
did with this further sharp fall in wool prices. The scheme, 
which has been under discussion since January, 1950, is 
intended to fix reserve prices for Australian, New. Zealand 
and South African wools so as to ensure a reasonable return 
to woolgrowers. If any particular-lot at an auction fails to 
reach the reserve price, the wool will be bought in by the 
organisation and offered again at a later date. This. system 
has been used by the Joint Organisation, which having sold 
last month the last bale of its accumulated wartime stock, is 
now to be liquidated. . The Commonwealth producers 
apparently have no wish to lose this security of a guaranteed 
minimum price even though that price may vary from season 
to season, and Britain agreed to join the proposed scheme to 
give it an air of respectability by having at least one consum- 
ing country on the controlling authority. Financially Britain 
is committed to provide up to £12 million out of a total of 
£66 million and in return it gets 30 per cent of the votes. 


The scheme is clearly a producers’ agreement with Britain 
footing part of the bill. There are indeed certain safeguards 
to protect consumer interests such as international consulta- 
tion before “ substantial operations ” commence, unanimous 
agreement of all four governments on the general level of 
reserve prices fixed from time to time, the institution of a 
consultative committee to advise the organisation and so on. 
But none of these provisions give any guarantee that con- 
sumer interests will in fact be given as much consideration as 
producer interests. The scheme, moreover, contravenes the 
principles of international commodity agreement laid down 
in the Havana charter ; they stipulate equal representation 
and voting power of producers and consumers. There is 
still time for second thoughts on the proposals. The 
Australian woolgrowers have first to approve it by referen- 
dum and secondly appropriate legislation has to be enacted 
by the three dominion governments and by the British Gov- 
ernment. The time might seem opportune for a commodity 
scheme for wool, but would it not be wiser to see what is 


decided in Washington ? 


* * * 


Economy in Metals 


An advisory committee on metals economy has been 
appointed to ensure the economic use of metals in engineer- 
ing and particularly in the defence programme. The com- 
mittee comprises a chairman and eight members, all from 
industry or industrial associations and its terms of reference 
are very widely drawn—* to bring under review . . . ways of 
economising in the use of scarce metals in the design, 
specification and the manufacturing process of metal goods 
far both rearmament and civil purposes.” This formula 
includes steel and steel-alloys as well as non-ferrous metals ; 
and the committee includes representatives of the steel 
industry as well as of users of non-ferrous metals. There is 
undoubted need and there may be technical scope for 
economy in the use of metals—nickel among steel-alloying 
metals, perhaps, and zinc, which is already subject to 
restriction in use. But whether another committee will 
ensure such saving remains to be seen. This committee has 
the undoubted ability to provide the best technical advice 
to the Government. But such advice, to be truly effective, 
needs to be allowed to find its effect in the relative prices 
of metals, so that substitution is encouraged. There has 
been too much evidence recently of a deliberate policy to 
keep British non-ferrous metal prices well below the free 
market prices abroad to suggest that technical advice plus a 
further resort to allocation and restriction can correct the 
consequences of excessive demand and limited supplies. 


_ ON page 379 points out) it 


- does not fail to record a full crop of technical troubles 


~ ‘year. 
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Combating Inflation in Malaya 


The Malayan Government’s attempts 
internal inflation have not been singularly successfy) At 
the end of April there was a proposal to freeze part of the | 
producers’ proceeds from the sale of tin and rubbe = | 
order to reduce the volume of purchasing power generate 
by high prices for these two commodities. But the * 
posals were submitted when the prices of both rubber an 
tin had already fallen some way Rave the peaks, and when 
costs of preduction were rising sharply. To have set aside 
part of the revenue from the sale of these two commoditis, 
at an earlier stage might have helped to curb the inflation 
upswing in Malaya. At the present time, however, sal 
a policy would be ineffectual economically, and (as an artic 
ight have serious political 
consequences. Wages have already risen and it would nes 
more than a government plan to freeze part of producer 
revenues to bring them down. 


The Malayan Government has now abandoned the idy 
of establishing a stabilisation fund for the tin industry 
The United States has been successful in bringing the pric 
of tin down from $1.83 a Ib. to $1.03 a Ib. in recent months 
but production costs in Malaya have not fallen and som 
marginal producers have been forced out. Bolivian py. 
ducers are demanding a minimum price of $1.12 a !b., by 
it is doubtful whether this somewhat higher price woul 
encourage any significant increase in tin output in south- 
east Asia, though it might relieve the pressure on th 
Chinese producers in Malaya, who have been hardest hit by 
the recent fall in price. 


The Rubber Producers’ Council has submitted an altern- 
tive scheme to the Malayan Government in place of the. 
Government’s original proposals. Details of the scheme 
have not been published, but it contemplates the collection 
of funds from smallholders to finance replanting and new 
planting. The Rubber Study Group gives estate acreage 
1949 as a little under 2,000,000 acres, of which 553,000 acres | 
are of high yielding stock. Smallholdings cover 1,403,00 
acres, but only a very small proportion is planted with high 
yielding stock. The council points out that the problem o 
replanting is thus essentially a smallholder’s problem, sine 
estates have already replanted a sizeable area and are con 
tinuing to do so. But the scheme raises a more fundamental 
question to which it is important to find the right answer— 
whether it is wise at this time to replace even a major part of 
the smallholders’ acreage with high-yielding stock. 


to Combat 


* * * 


Petrochemicals Progress 


The financial strain upon Petrochemicals called fot 
special measures in September last year, and the accounts af 
e company to June 30, 1950, published this week, occasion 
no further re-examination of the state of the companys 
finances a year ago. The important feature of the report 8 
the statement of Sir Robert Renwick, “9 took ~ 8 
chairman a year ago, on the position and prospects 0! 
company. Sir Robert records, in the first place, that “1 
nine months since September, 1950, have proved be § 
period of real progress.” All the individual plants are 0 
in operation ; what has still to be secured is a balance of ptv- 
duction at rated capacities throughout the plant. The 938 
conversion plants are all producing materials to the specifica 
tions required, but not as yet at rated capacity. bie 
expected to be achieved by the close of the year, pro’ 
that certain constructional work now in hand is comp! 
and that sufficient chlorine can be obtained. The statemett 











inseparable from running-in a plant of this complicat 
design, but it also reaches fairly confident conclusions that 
the measures in hand will bring all sections of the plant © 
full or satisfactory rates of production by the end of 
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There will still be difficulties—shortage of chlorine andi 
, dangerous dependence on imported styrene monomer for 
conversion into polystyrene that will persist until a styrene 
monomer plant is built, In terms of finance, the accumulated 
jebit at profit and loss exceeded £1,000,000 at June 30, 1950, 
and the estimated debit to June, 1951, is put at more than 
[2,000,000. If the chairman’s expectations are realised, the 
piling up of losses should now be at an end ; he expects that 
current revenue expenditure will be covered by current 
‘acome before the end of 1951, and that during 1952 net 
earnings. after providing for depreciation, should more than 
cover interest on loan stocks and indebtedness. This 
indebtedness is now in process of being increased by further 
cans to the company to restore its exhausted cash resources. 


* * * 


Lower Carpet Prices 


After Wednesday’s meeting with members of the Carpet 
Manufacturers’ Federation, the Board of Trade announced 
shat the maximum prices of home-produced carpets would be 
seduced by between five and fifteen per cent. This reduction 
was foreshadowed three’ weeks ago by Mr Hervey Rhodes 
in a statement that caused the industry, and pocsibly Mr 
Rhodes himself, some embarrassment. Carpet sales had been 
falling since the end of April, and it needed only such an 
announcement to bring business to a standstill. The intro- 
duction of a cost-plus system of control, also proposed by Mr 
Rhodes, will not come into operation with the new order, 
but it does not follow that this project has been abandoned. 


It is probable that carpet prices would have fallen without 
the encouragement of the Board of Trade, though perhaps 
not so soon. The new prices, which are based on a cost- 
investigation into carpet weaving carried out by the Board 
of Trade in April and which take into account present prices 
of raw materials, are believed to be very close to those put 
forward by the industry. Competition from imported carpets 
has become severe—imports have increased five-fold since 
an open general licence was given at the beginning of 1950. 
The Board of Trade knows of no instance where home- 
produced carpets have been sold at less than the maximum 
prices, but imported carpets, which are subject to a separate 
price control and which probably account for 20 to 25 per 
cent of home sales, have frequently been sold at prices below 
the maximum. This week a Birmingham retailer announced 
2 2§ per cent cut in the prices of Indian carpets. The industry 
and the retailers have frequently protested against such 
‘unfair’ competition, but there are signs that some of them 
ae beginning to think that the same policy will have to be 


dopted for British carpets. In the light of this week’s further 


lall in wool prices, the new maximum prices may not prompt 
any notable recovery in home sales. 


* * * 


Home Textile Sales 


Neither the wholesale nor the retail sales indices for 
Jone do more than confirm the evidence of previous months. 
From March onwards there has been a gradual decline in 
textile and clothing sales, with a gradual rise in stocks. The 


Hear of high prices and shortages that led to heavy buying 


by consumers and retailers in the spring has concentrated 
mio a few months sales that would normally have been 
‘pread over the greater part of the year. Naturally enough, 
this rapid accumulation of domestic and retail stocks led to 
sales recession in the following months. The retail clothing 
i, mdex (1947 = 100), which stood at 183 in March, had 
allen to 170 by June and the figure would have been much 
es but for a sh jump in sales of shoes (from 138 to 187 
we March and June) that followed the announcement 
P tigher utility footwear prices. The index of wholesale 
5 ever (1947100) Which stood at 189 in March had 
imped to 121 by June, while wholesalers’ stocks, which 
“Year remained unchanged throughout May and June, 


a 
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rose this year in the same two months from 159 to 178. 
Retail clothing stocks have fallen slightly, from 206 in 
April to 197 in June, but they are still uncomfortably high 


and include an embarrassing proportion of summer clothing 
uncleared at the end of the season. 


If the figures are compared with the level of sales during 
the same period of 1950, they show that retail clothing sales 
rose by 18 per cent and that wholesale sales rose by 23 per 
cent in the first half of 1951 compared with the same period 
of 1950.’ But since retail clothing prices alone (June 1947 = 
100) have risen from 119 to 138.6 between last June and 
this, much of the increase in the volume of sales must be 
attributed to a rise in prices rather than in real turnover. 


There are some indications of the normal seasonal recovery 
in wholesale sales, retailers’ stocks are heavy and this fact 
alone will encourage them to postpone their orders as long 
as possible. In addition, the growing public expectation of 
a fall in prices—a belief that has gained much support from 
recent statements made by Mr Hervey Rhodes—is acting 
as a further deterrent to early ordering. Unfortunately, no 
such fall seems likely this year. The goods that are now 
being taken into stock by the wholesalers are those carrying 
the greatly increased utility prices and these prices in turn 
generally reflect, not the ,high raw material prices of last 
spring, but the much lower levels of last autumn and winter. 


Shorter Notes 


The total working population increased during June by 
35,000, of whom 11,000 were men and 24,000 women. This 
is the second month to show a significant increase in the 
numbers of women in jobs. Unemployment fell further to 
185,800 at mid-July. In the first half of this year there has 
been a fall of 142,000 in unemployed ; the “ Economic 
Survey” forecast a fall of only 28,000. 

* 


The Economic Co-operation Administration is to provide 
£3,000,000 of the total cost of £3,500,000 for the extension 
of copper and cobalt mining in Northern Rhodesia by Mufu- 
lira Copper Mines. The project was referred to in The 
Economist of June 9th on page 1396. Production is expected 
to begin in 1956 and it has been estimated that 16,000 long 
tons of copper and §00,000 lb. of cobalt will be produced 
annually. The sum of {3,000,000 comes out of the § per cent 
of Marshall aid counterpart sterling funds earmarked for the 
purchase of raw materials or for development of mining 
projects. 

. 

The result of wage negotiations between the cotton weavers 
and employers, which had not been announced when last 
week’s issue of The Economist went to press, proves, as 
expected, to be a § per cent increase in current earnings 
plus a special payment at Christmas, making up the tofal 
to an effective 10 per cent increase. The terms are identical 
with those negotiated with the spinners earlier last week. 
The award affects about 150,000 rayon and cotton weavers 
and the annual cost to the industry of the. two awards is 
about £4,500,000. ‘Since the end of last year, cotton workers 
have in fact obtained an effective wage increase of no less 
than 21 per cent. ; 

The preliminary figures of Tootal Broadhurst Lee for the 
year ended June 30, just published, may seem disappointing 
in comparison with recent results achieved by other textile 
Group profits are higher by {90,608 at 
£1,977.781, but the net figure after tax of {1,310,000 
(£1,030,000 for last year) is down by £189,000 at £667,800. 
Nevertheless, as the carry forward is more than doubled at 
£820,669 against £404,871, the reduction in the ordinary 
dividend payment from 15 per cent (which last year absorbed 
£77,113 less tax, including employees’ shares) to 137 per 
cent can geome be explained only as an act of submis- 
sion to Mr Gaitskell. 
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Company Notes 


Furness Withy.—In the report for the 
year ended April 30, 1950, published last 
September, the chairman said: “The 
benefits to be derived from the widespread 
interests of a group such as ours become 
daily more apparent.” These benefits are 
clearly apparent from the record profits shown 
in the preliminary statement for the year 
ended April 30, 1951 ; group profits, after ‘all 
charges, including taxation and the transfer 
of £730,482 to taxation equalisation account, 
have risen by £369,403 to £1,515,308. The 
allocation to fleet replacement account has 
been increased to £340,000, compared with 
£200,000. The burden of replacement costs 
—which the chairman estimated a year ago 
might be as much as three times the amount 
of capital originally employed, threatens 
indeed to become still heavier. 


Years ended April 30, 


1950 1951 
£ £ 
Group net profit (a) .............. 1,145,905 1,515,308 
U.K. taxation... . 907,102 723,494 
ttributable to hok ding | Ce ompany 557,935 696,982 


Fleet re placement ..........4: ¥ 200,000 340,000 
Ordinary dividend ..........¢.4.. 264,000 291,575 
Ordinary ~— ete a es 8 * Bh 

CONG BOPOING 6c 852 ss 298,684 323,979 


The £1 ordinary stock ai 35s. 3d. yields 54 per cent. 


(a) After all charges including taxation, and transfer to 
Taxation Equalisation Account-of £730,482 (£724,715). 


The declaration of a 94 per cent dividend 
for the year raises an interesting point on 
dividend limitation. For the four previous 
years the distribution to ordinary stockholders 
was 8 per cent, but, in addition, in March 
of this year a special distribution was made 
of 25 per cent, tax free, from a surplus on 
inv estment sales to mark the company’s dia- 
mond jubilee. Can this distribution be 
regarded as part of the last pre-Gaitskell 
dividend ? (As it does not rank for any 
rebate of tax which can normally be claimed 
on tax-free dividends, it must be reckoned 
as gross.) If it can, the standard dividend 
would seem to be correctly interpreted as 
9} per cent. The White Paper, however, 
appears to afford no satisfactory elucidation. 
According to paragraph 3 (a), which relates 
the average amount of dividend to that dis- 
tributed in respect of the “last two account- 
ing periods before July 27, 1951, for which 
a final dividend has been paid,” the com- 
pany’s standard dividend would be no more 
than 8 per cent.. Paragraph 5-(c), on the 
ether hand, states that a dividend will in 
every case be treated as paid for the account- 
ing period ending last before the date of 
distribution, “except where it is expressed 
to be a dividend for the period in which the 
date of distribution falls.” As the special 
24 per cent distribution was not related to 
any specific accounting period, it would thus 
appear correct to regard it as part of the 
previous year’s distribution, as the directors 
evidently have done. Which interpretation 
is correct? If the company is right, all well 
and good, but if the Treasury does its worst 
stockholders might next year be penalised by 
a cut in their dividend to 6} per cent. 


* 


Ruston and Hornsby.—Although there 
have been substantial increases in costs, a 
further increase in output and despatches has 
enabled Ruston and Hornsby to maintain its 
trading profit at i figure very little short of 
last year. 

The chairman’s comments on the report 
and accounts include particularly important 
passages on plant replacement. An estimate 
has been made of the capital sum required 
to replace machine tools, etc., which were 
acquired in pre-inflation days, and which 
should. be replaced in the next eight years 
or so. For this puspose an amount of at 
least £1,400,000 may be required. Plant 


replacement reserve has accordingly been 
brought up to £795,000, and it is the board’s 
intention to set aside £100,000 annually to 
this reserve in future. 

Years ended March 31, 


1950 1951 
£ £ 

Consolidated earnings »— 

*” ‘Trading profit (a) ........s.++-- 1,671,125 1,627,661 
ROtal BROCE. 5 oc kh asa peeeu dies 1,782,633 1,803,132 
Dearecistion 5 Sis ee eae ens 220,609 280,283 
DORR cos 5 an bb uh cme coe 978,393 1,040,407 
Group earnings for ordinary shares 504,596 512,465 
Ordinary dividend ............. 169,125 193,725 
Ordinary dividend (per cent.).... 7 9 
Retained by Subsidiaries. ....... 141,860 95,797 
Added to general reserves & carry 

Gorweed So 66 5Se5 si eeeeesaes 209,951 222,943 


Consolidated balance sheet analysis :-— 
Fixed assets, less depreciation ... 2,080,161 2,202,108 
Net current assets ............. 6,212,506 6,880,805 
SiGe ies eo caeeine 5,171,436 4,595,362 
Cash and tax reserve certificates. . 912,200 . 2,250,591 
eee, SP OPE REESE Tee y 3,657,340 4,482,208 
Ordinary ¢ apital oe eiruas Senos 4,100,000 4,100,000 


The £1 ordinary shares at 36s. yield £5 Os. Od. 


(a) After charging depreciation and setting aside £120,000 
(£75,000) to cost of plant replacement. 


Taxation now payable by the company tops 
£1,000,000, which the chairman, in the course 
of some pungent remarks, describes as a 
* staggering ” figure, given the need for build- 
ing up funds for replacements. The ordinary 
dividend, declared before publication of the 
White Paper, is raised from 75 per cent to 
9 per cent, the net amount of which, together 
with the preference dividends, represents a 
return of no more than about 2 per cent on 
the capital employed. 

As to prospects for the current year, there 
is no lack of business coming in—orders on 
the company’s books at the end of the finan- 
cial year constituted a record—but the 
material situation is stated to be “ deteriora- 
ting rapidly,” with shortages in greater or less 
degree in all commodities needed for the 
company’s products. 

- 


Rickett Cockerell_—The group trading 
profits of this coal-distributing company show 
a rise from £207,901 to £269,063. Taxation, 
however, has eaten very deeply into profits, 
the total figure being £96,959 out of a group 
net profit of £162,450 ; in fact, on a rise in 
gross profits of approximately 30 per cent the 
company is paying nearly 90 per cent more 
in taxation than in the previous year. An 
increasing strain on the company’s finances 
must also be the maintenance and replace- 
ment of its large road transport fleet. 


Years ended March 31’ 


1950 1951 
: £ £ 
Consolidated earnings :— , 
Group trading profit ........... 207,901 269,063 
Depescaen 6 5 ccna oa us 74,394 81,050 
SRR ES ES ES x eae 51,796 96,959 
Group earnings for ordinary shares 43,316 64,794 
Ordinary dividend ............. 25,507 24,548 
Ordinary dividend rate per cent... 10 ; 10 
Retained by Subsidiaries........ 8,467 19,650 
Added to Group carry forward... 9, 842 20,796 

Consolidated balanve sheet analysis — 

Fixed assets, less depreciation ..... 612,708 602,651 
Net current assets ............. 731,630 782,796 
SOUS «5. a fy Fees CaS ad cays edad 320,364 321,434 
COO 3 occ elgsruae gears bain w digd 58,877 76,470 
PUNOWOR 5 So ee faes . Poot 567,906 610,388 
Ordinary capital ..........2.4.. 463,770 463,770 


At 12s. 6d. the 10s. ordinary shares yield i Os. Od. per cent. 


Apart from the steep increase in taxation, 
the group profit and loss account calls for 
no special comment, except that this time 
there is no allocation to the deferred repairs 
reserve, which last year received £7,000. The 
ordinary dividend is repeated at 10 per cent, 
at which rate it has been steadily maintained 
every year since 1937-38. While the con- 
solidated balance sheet shows net current 
assets up by £51,166, it may be significant 
that bank overdrafts have risen from £35,070 
to £48,451, which offsets most of the £17,593 
rise in the cash item. 
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British Funds ice, | Price, Vien | Com 
Aug, 8, Aug. 15, Aug. 15 | Yield 
Guaranteed Stocks | 1951) 195] | j35)" Aw | 
ORE SNS Sere Sal (ny | Bi 
War Bonds 23%. ce le | 101} . 8d ; ad 
Mar. 1, 1951-53 910 7 3% 
War Bonds 24%...| 101 | 1013 jib g 
- ar i, 1900-54 i te oi 3 ry 
xchequer Stk. 2}% 14 | 101 e ef 
Feb, 15, 1955 MON | OU 005 They 
War Bonds 2$%...| 101g* | 102 te 
Aug 15, 1900856 | | 1% one tee 
Funding 27%. ..... ; 101% | loz on . 
Tene) 15, 1952-57 | 1 2 gia \se 
Nat. Defence 3% .-.'- 102 | 102) 015 1\3 : 4 
July 15, 1954-58 L * 4ltne 
War Loan 3%..... | 203% | 103; 918 2a 4% 
Oct. 15, 1955-59 1 4 6i9n he 
Savings pds 5%.) STR* 97H 2 3 8 319g, 
Aug. 15, 955- 65 | 115 3134 7 
Funding 24% penea et 7% | OH 21 01374 
April 15, 1956- 61 | 13 Tanne 
Funding 3%.......) MA MA 29 Deon, 
April #15, 1959. 69 | 20 litue 
Funding 3%....... Wy 4% 12 0 5/34 he 
Aug. 1, 1966- 68 119 6 391 
Funding 4% ee | 1O3§ | 1034 113 9) 3p & 
May 1, 1960-90 | 119 6 30% 
Savings Bonds 5%.; S2i* | 928* 29 4 3 y 
Sept. 1, 1960-70 200/308 
Savings Bonds 24% S0% 91h 23 013 8% 
May 1, 1964-67 | 2 0] 5 
Victory Bonds 4%.} 103§* | 10343* 115 6 1 
Sept. 1, 1920-76 
Savings Bonds 3%.; 89% | 895 2 8 8:30 & 
Aug. 15, 1965-75 A 24309 
Consols 4% ....... | 985 98 22n 4149 
(after Feb. 1, 1957) 
Conversion 34%, 88 89% 216 3594 
(after Apr. 1, 1961) 
Treasury Stk. 24° 65% 65} 5 ¥ 
{after Apr. 1, 1975) 
Treasury Stk. 3%, TTR 773 2 OW: 3S 
(after Apr. 5, 1966) 
Treasury Stk. 34%.' 954%] 958 212 356% 
June 15, 1977- 80 209 354 
Redemp. Stk. 3% B4h 845 24 9:50 % 
Oct. 1986- 96 \ t , 2 8/'38 4 
War Loan 3)%....| 87% 87% 223:'408 
{after Dec. 1, 1952) 
Consols 2$% ...... 658 6%; 1190 3b o 
Bait. Elect. 3% Gtd. | It 91, 249 558 
April, 1968-73 | 22 1\)3b8 
Brit. Elect.3%Gtd.., 89° | 894° 2 5 5 50% 
Mar. 15, 1974-77_ | 2235 35n8 
Brit.Elect.3}%Gtd., 965 7% 202/508 
Novy. 15, 1976-79 | LIQ IMF 
Brit. Tpt. 3% Gtd. A 844 27 8 She 
July 1, 1978-88 24 2,35h Si 
Brit. Tpt, 3% Gtd..| 91g | 91y 2 410 515 m 
April 1, 1968-75 i 2 22/303 
Brit. Gas Gtd. 3%..| 834 8s 2 4 3, 5bM 
May 1, 1990-95 | aS ee 
Brit. Gas Gtd. 34%) 98} %% 119 3/38 . 
Sept.10,1969-71. . | 119 1)35n% 
Brit. Iron & Steel| a 
Te ae ae Bh 8A 2 14 55M 
_ Feb. 15, 1979-81 | 212:35% 
7) To earliest date. (f) Flat yield. (J) To latest date 
(nm) Net yields are calculated after allowing for Uxe 
9. 6d. in £. (5) Assumed average life 15 years 5 montis 
* Ex dividend 
Div. | Av. | i 
Paid | Div. | Price, | Price, wa 
12 2 Ordinary fave 8 Avg 15 Yeats 
Mths. ay Stocks 11951) 1951 | py, 
26/7/51)26/7/S1; } 7 
9 x. ox (tut 
& .. jAnglo-Am. 10/-. 8% if 28 ‘ 
» 30. jAngio-Iran {1 Ste | 8 ; 2 9 
20 17§ jAssoc. Elec. {1.| 85/- 8 > 7% | 
27% 25 [Assoc P.Cem. i 7 3 — ; 74 
6 2 ’ 
at 146/10) 146/10), 6 98 
40 %/- | % fee 
29 50/6 } 
a | 9/6 | 9 435 
12 | 60/- 61/104 4 92 
1 46/9 | 48/6 | 8 By 
21/9 | 22 
> | 64/44 69 - ; : . 
t | et 5 Os 
20 90 : 
30} Sesion fh. 3 “\145 148 9 : H 
32} - Ng ergy Sid. fl) 36/6 Og 
12 11 {imp. Chem. £1.) 50 wv) 1688 
32 | 32 [Imp. Tebacoo £1)100/-xd 100 08° 
1 i? Lancs. coon t1 * i “9 i ; i 
13}? |Lever {1 ....-.. 6 D2 t 
15 15 jLon. Brick £1..| 58/9 | 58/9 : : i 
15 | 65h.m\Marks & Sp. A 5/- a - - +40 
16 | 14 IP. &O. Def {1.; 62/6 87° Cg 
25 25 |{P. Johnson 10/-. a6 44 ion 5 3 8 
1244) | 9-Tt\“Shell” Stk. £1. 88/9 75" os 
25 25 (Tube Invst. 41.) St on yg 
20 | 7p |T. & Newall £1.) 8/44) 5 91 
10 9 |Union Castle £1\ 35/6 oo eA 
50 .Sua Betong £1, 60/ @/- ($3 ) 
Vickers #1 sings | 48/3 4 10 § 
‘aolworth 5/- .' 46/3 | 41> 1 
3 {k) Yield bas 
) Yield basis 20% after capital bors 


for capital bonus 
(me) wore Boag tax 


we 
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BANK OF ENGLAND 
RETURNS 


AUGUST 15, 1951 


ISSUE DEPARTMENT 


é 


44,462, 92 


1425,356, 823 | 


£ 
Govt. Debt... 11,015,100 
Govt. 
Securities ... 1409,760,043 
5 | Other Secs... . 712,536 
| Coin (other 
than gold). . 3,512,321 
|Amt. of Fid.——————. 
| Issue . 31425,000,000 
| Gold Coin and 
Bullion (at 
248s. per oz 
Bo eae 356,823 


1425,356,823 


BANKING DEPARTMENT 


4 j 
14,553,000 


| Capital:...... Govt. Sees. sadn ass 
Rest. ce ate 5,826,587 | Other Secs.:- 50,103,307 
Public Deps.:- 18,551,346, Discounts and 
Public Accts.* 17,642,869 Advances. . 22,149,092 
HM. Treas. Securities.... 27,954,215 
Special Acct. 908,477 
| 
| Other Deps’- 385,391,253 
Bankers 295,013,474\ Notes........ 44,462,925 
Oiher Accts... 90,377,779) Coim.....6.4. 358,101 
422,322, 186 22,322,186 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 














PAYMENTS 
+ the week ended August 12, 1951, total ordinary | Nat. Savings Certs. 500 | Treasury Bills ..., 23,578 
For Ge ~ (69,681,000, against ordinary expenditure of Treasury Deposits. 35,000 24% Def. Bonds... 2,650 
me sd wsues to sinking funds £130,000. Thus, 3% Def. Bonds. . .. 125 
© iaking nd allocations of £4,588,000, the surplus 4% Term. Annuit. 1,589 
a phe April 1, 1951, is £86,263,000 compared with ax Res. Certs... . 841 
vig of £108,176,000 for the corresponding period of Other Debt -— 
a on vear Internal. ....... 1,949 
ecco Aa Ways & Means 
ARY AND SELF-BALANCING REVENUE tive. 440 
AND EXPENDITURE sa aae wits 
ae into the ‘ ‘ 
equer FLOATI EBT 
(£ thousand) ad NG BEB 
Esti- pgtie : ({ miilion) 
mate, April 1, Apel 1j Week | Week 
- ue La ' 
_— 1951-5 — - — — Treasury Ways & Means | Treas. | +. 
| Ne: Ti Bills Advances De | tote 
Aug. 12,\Aug.11) 12 ll Dat “f mits | Pleat 
| ooo | 21950 | 2951 | 1950 | 1951 +3 ‘a —— of | by | is 
a Tender! Tap ao Eng- | Banks | © 
Sone Tax 1624750, 283,023) 323,632] 12,006! 15,600 pe. | _ land 
tax... 128,000} 29,100 6 1,000; 1,000 
‘tic, Duties 180,000) 68,350) 74,500 2,300| 2,500 | Aug. 12] 3140-0) 1936-0} 373-7 405-0 | 5854-7 
eae 55,000; 18,36 800! 1,000 1951 | 
Mis Tax -.-- 1! 339 gq) 722) 9% 5,600, 5,500 | May 1213230-0/ 2015-2] 448-6/ ... | 319-5] 6013-3 
DT f | eae 5,500}... 250... » 19}3230-0!} 2035-1] 436-4 one 319-5 | 6021-0 
se Tnland Re 500 50) RE ee » 2613230-0 | 2043-5] 434-8 ... | 319-5] 6027-9 | 
“aicontributn.| 1,500 2,220 1,290 1501 30 
pee ' June 2}3230-0| 2046-0] 427-7 | 8-25 | 319-5} 6031-4 
al Inland Rev. 2302400, 479,828) 552,377 22,106 25,630 » _9}3220-0) 2114-4] 370-4 at 520-0 | 6024-8 
- + — — » 16}3220-0) 2090-9} 385-4 age 345-0 | 6041-2 
toms......... 930,500) 308,950) 347,416 16,604, 23,823 » 23) 3220-0 2108-7] 384-5} 2-3 | 345-0 | 6060-5 
se ; 720,500, 268,900; 289,400) 9,500) 14,505 a = 5552-2 353-0 0-5 344-5 | 6050-3 
Customs ane | July 7}3220-0| 2155-1} 342-8 “44-5 | 6062-4 
sel 1651000, 577,850; 636,816 26,104) 38,328 » 1443230-0 | 2129-1} 373-2 594-5 | 6076-8 
a » 21} 3230-0 | 2161-9} 335-4 344-5 | 6071-9 
lor Duties 62,000, 9,602; 11,20. 216) 393 »  2813220-0) 2176-9} 340-5 344-5 | 6081-9 
jus War S 20,000, 10,477; = 8,79. 1 3 | 
sfromTradg. 50,000; 25,974 57,56 ink sas Aug. 4[3220-0| 2187-7] 320-7 344-5 | 6072-9 
D. (Net Receipts 5,400) 2,900, 3, 2,000 3,500 «» 11§3220-0| 2164-2} 280-2 379-5 | 6043-9 
eless Lice 13,400, 3,100; 3, eae tied 
iry Loar 27,000, 6,219 8,298 1,048 1,533 
ell. Receipts... 105,000) 21,093: 17,889 644 294 TREASURY BILLS 
al Ord. Rev... 4236400,.1137044 1299779 52,119 69,681 (£ million) 
LF-BALANCINE ~ 
(ffi = 179,43] 58,500 63,900 2,500 2,500 Amount Average Allotted COMPARATIVE ANALYSIS 
ne 4ak Of 3 Date of Rate at . 
T. Refunds) 4,900 3,574 1,825 120 82 Tada i a a of Min. (£ million) 
ee ee ee ifered| ppne ‘Allotted] Allo ent Rat 
442073111991 18 1365504] 54,739) 72,263 tea BOS anes Sree - 1950 195] 
. 1950 ; 
Issues Out of the Exchequer | Aug. 11 | 240-0 | 304-8 | 240-0] 10 3-32 73 Aug. | Aug. Aug. | Aug. 
to meet payments 1951 j 36 tt Sib | 3 
Be __ thousand) May 11 | 250-0 | 350-3 | 250-0 10 2-79 60 Tssue Dept. -— 
aS | Esti- April L|Apsil 1) Week | Week » 18 | 260-0 | 350-9 | 260-0 : a 7 Notes im circulation. .... [1329-@1393-7/1393-9'1380-9 
Expenditure mate, , ° » 25 | 250-0 | 336-6 } 250-0 2 6 Netes in banking depart- | 
11951-5q 1956 | 1951 fended} ended : cant, - 31-71 31-4 44-5 
i pag Bb Aug. Aug. June 1 | 250-0 | 349-5 | 250-0 10 2-78 60 Government debt and | 
Aug. 12,/Aug. 117 12 ) ii » _8 | 260-0 | 355-2 | 260-0] 10 2-80 62 securities® ......0. 05. h 348-741420-7,1420- 81420-8 
£000 1950 i 1951 | 1950 | 1951 » 15 | 250-0 344-0 | 250-0] 10 2°88 62 Other securities. ........ 0: 0-7, O-6 O-7 
Exri NDITURE } » 22 | 250-0 | 344-0 | 250-0 ~ 8 br Gold and Coin.......... 0- +9 3-9 3-9 
¢ Man. of Nat : » 29 | 250-0 | 340-5 250-07 10 Valued at s. per fine oz... | 248/, 248/0\ 248/0) 248/0 
bt 535 ! i ' : ett. — 
etre. 535,000 147,120 147,867 3,273, 3,351 July 6 | 250-0 324-1 250-0 40 3-19 10. Dene oe 
ireland 38,004 12,191) 12,433)... » 13 | 250-0 345° P = : Public Accoupts........ 13- 14:5; 15-9 17-6 
rCons. Funds! 11,000) 3,714, 4,033 17 » 20 | 230-0 | 323-8 | 230-0] 10 2:84 60 Treasury Special Account } 246- 23 0-3 0-9 
| Pasa seo Teen: Bee » 27 | 230-0 | 342-8 | 230-0) 10 2°56 33 DID oii ira oe cheats 292-5 294-2 287-1 295-0 
584,000] 163,025 164,331] 3,290) 3.35] i Se PO OTT ee > 97- 91:6, 93-7; 90-4 
ply Services '*24088 a : ¢ F Aug. 3} 240-0 | 365-6 240-0 10 2°45 50 + EE AO TELE 3 40. ). ; 5 
ee | et as0-8 | Soe-1 | eee! 378 | aT a 
a! Ord. Expd.. *400964 1024170: 1208928} 49,190 56,15) On August 10th applications for 91 day bills to be paid Government... .......... 591 40°0 348-9 327-4 
ng Funds ee 4,698} 4,58 420; 130] from August 13 to August 18, 195], were accepted dated Discounts, €tc........... 4-H 3:2 64-1 22-1 
: ee |e a ~- | Monday to Saturday as to about 62 per cent at £99 17s. 5d., Other ooo. eee cee tees 25 25-2; 3-3 28-0 
yee, Sell and applications at higher prices were accepted in full. OB, One PPS Ee Pass ve 631-1) 388-4 383-3 377-5 
Pal. Expd 400964011028868 1213516 49,610) 56,281 | Treasury Bills to a maximum of £260 million are bemg | Banking dept. res......... 37 32-4 31-9 44-8 
MOSH, WHY xy eA. |__. } offered for August 17th. For the week ending August 18th %o %o % a 
oo ANCING the banks were not asked for Treasury deposits. © Properties eo Sos ssc ce és 5: 8-0 8-0 11-0 
Porsage- 179,431] 58,500 63,900) 2,500, 2,500 
oe | NATIONAL SAVINGS 
» Xetunds 4,900 3,574 1,625 120 82 (£_ thousands) ' 
4 419397 11090942 1279241] 52,230 58,863 Totals 18 Weeks | Week 
lneluding £6 mill ete ~ ended ended 
nates ee), million of the margin for Supplementary Aug. 11 
ws Provided im the Budget (£160 million). Aug. 12,| Aug. 11,7° 1951" 
; +" on reasing Exchequer balances by £448,647 to | . Se 
\ °0, the other operations for the week decreased Savings Certificates :— ° 
“atonal Debt by £35,671,229 to £26,291 million. Receipts. .......-...6.0 oye sz. i 
{Settlem e!, RECEIPTS (¢ thousand) sus = 5 age a Beseinen Hema sen SM 
birt Guarantoce 7ST tht ntae edd ween ces die Il] = Net Savings ............ Dr16,750  16,300Dr 200 
whee ap TER CE PS 90:1} Detsece Bands Reali CRE es 
pil Contingencies Fuse ee ee pen ~ ppd Rage? 6,325 16,08 620 
mepean Payments Unio sects stares tects hag | RUNES estes seen ay a ae 
~ Operation Agreement... ........s5 2,000 Net Savings ............ Drt2,969 Dr G8ADr 270 
NE a 32,234 | P.O. and Trustee Savings 
Office at 1 . ISSUES (£ thousand) Banks :-— 1 
T. Refinds - &4PB (Money) Act, 1950..... 400} Receipts................ 226,321, 236,702) 13,134 
Y error  y R 101 Repayments .......-.... 249,125 304,70% 18,287 
fon (Centrale ny ans Act, 1988, s Hii. 5. 3,600 jp 
mb rabsed Buying) Act, 19@7........... 5,000 Net Savings ............ Dr 22,804 Dr68,005 Dr 5,153 
bing Sete and 1947; Postwar eredits .. . 282 fn 
as Ane Mets s vaccine aut ats be) 253 | Total Net Savings......... Dr 52,523 Dr 52,092 Dr 5,623 
nial Devel Re ae So 27 | Interest on certificates repaid 3 12,71 588 
Mpment .. i, ia hd od diieteks'nk'e tue 750 | Interest accrued.........-. 43,171, 43,57 2,411 
10,413 | Change in total invested... | 19,614 — 21, 536)— 











* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue increased fromm {1,400 million to £1,425 
million on July 31, 195L 


COLD AND SILVER 


The Bank of England's official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine.ounce on 
September 19, 1949, and the selling price to authorised 
dealers from 175s. Od. to 252s: Od. per fine ownce. Spot 
cash prices during last week were as follows -— 

















SILVER Goip 

1951 London |New York| Bombay Bomba 
per ounceiper ounce|per 100 tolaq per tola 
a. C. Ks. a. Ks. a. 
Aug. 9.. 78-5 90-16 118 «13 14 «(63 
Cae OF 78-5 90-16 188 12 13.69 
oa Rs Markets Closed 188 14 ns 68 
ween 78-5 90-16 3880 C1 lis 8 
ye Bee 78°5 90-16 186 113 15 

a 18:5 90-16 Market Closed 
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COMPANY MEETINGS 





THE TUNNEL PORTLAND CEMENT COMPANY, 


IMPROVED PRODUCTIVE CAPACITY 


MR N. M. JENSEN ON THE WIDESPREAD ACTIVITIES 


The fortieth annual general meeting of The 
Tunnel Portland Cement Company, Limited, 
will be held on September 10 at 105 Picca- 
dilly, London, W.1. 

The following is the review by the chair- 
man and managing director, Mr N. M. 
Jensen, which has been circulated with the 
report and accounts :— 

Ladies and gentlemen,—The profit on 
trading, before charging depreciation, has 
increased from £882,894 to £1,252,764. This 
is largely due to the fact that we have had 
the benefit of a full year’s operation at our 
Padeswood works and of new machinery 
installed at our West Thurrock works. 
Another factor is that we have absorbed the 
business of our wholly owned subsidiary, 
Tunnel Cement (Pitstone), Limited, and 
profit on part of the operation of the Pitstone 
works is therefore included here, whereas in 
previous years it was under investment 
income. ; 

On the other hand, depreciation on the 
Padeswood and Pitstone works has substan- 
tially increased the charge, under this heading. 

The higher profit attracts additional taxa- 
tion and this has been accentuated by the 
increase in the standard rate of income tax, 
as well as profits tax, and also the fact that 
we were not entitled to such a large initial 
allowance as we had in the previous year. 
The income. tax equalisation reserve has, how- 
ever, a levelling effect, as we have only had 
to transfer £100,000 to this reserve, compared 
with £200,000 last year. 

Continuing the policy which we introduced 
in connection with the 1949-50 accounts of 
providing for replacement of fixed assets by 
building up the general reserve, we have 
made a transfer to this of £250,000, bringing 
the reserve up to £1,500,000. 

We have paid an interim dividend of 2} per 
cent., less tax, on the “A” ordinary shares 
and “B” ordinary stock, and it is now pro- 
posed to pay a final dividend of 124 per cent., 
less tax, for the year. There then remains 
a balance of £669,029 to be carried forward. 


BALANCE SHEET 


Net additions to property, plant and equip- 
ment include the Pitstone works, the cost 
of completing the works at Padeswood and 
new installations at West Thurrock. The 
cost of the additions during the year was 
actually £739,002, but we have deducted 
£178,548 in respect of plant scrapped or sold 
during this and previous years, leaving the 
figure of £540,454 for net additions. At the 
same time we have eliminated £159,148 from 
the accumulated depreciation, so that the net 
adjustment is only £19,400. After these 
adjustments have been made, the figures in 
the balance sheet represent, as they should 
do, the cost of and the depreciation written 
off property, plant and equipment which were 
actually in existence at the date of the balance 
sheet. The reason why we could not make 
the adjustments before is that we had no 
register of the old plant at our West Thur- 
rock works, and when in previous years we 
disposed of any plant all we could do was to 
eliminate the written down value from the 
cost figures, leaving depreciation unchanged. 
This meagt that, although the total written 
down figure was correct, both the cost and 
the depreciation amounts contained balances 


LIMITED 


RECORD TRADING RESULTS 


CONTINUED HEAVY DEMAND 


in respect of plant no longer in existence. It 
was a formidable task to compile a plant 
register for our West Thurrock works, but 
we have now completed this and have, there- 
fore, been able to put the matter right. 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
AND BALANCE SHEET 


The change to direct ownership of the 
Pitstone works also affects the consolidated 
profit and loss account and the consolidated 
balance sheet. When we purchased the out- 
side shareholding of the Pitstone Company 
in 1944 we paid a premium of about £93,000. 
This has now been reduced by £65,707, being 
the undistributed profits of the Pitstone Com- 
pany, which is in course of liquidation. 


DEMAND FOR CEMENT 


The output at our works has been nearly 
200,000 ‘tons more than for the precéding 
year, due mainly to the fact that our new 
Padeswood works had a full year’s run and 
also to an increase in our capacity at West 
Thurrock. We were, therefore, in a position 
to increase deliveries at home as well as for 
export. 

The demand for cement continues to be 
heavy in both the home and export markets. 

The cost of paper sacks has risen steeply 
from about 2s. per ton of cement before the 
war to approximately 20s. per ton at present. 
Recently, the industry has revised its price 
schedule so as to encourage consumers to 
take cement in bulk, and there are indications 
that bulk deliveries will be greatly increased 
in future. It may interest shareholders to 
know that 360,000 tons of cement which your 
company has delivered for the construction 
of London Airport were all supplied in bulk, 
mainly from our Pitstone works. 


EXTENSION OF PRODUCTIVE CAPACITY 


Last year I indicated that I was hoping 
the extension of the works belonging to 
Ribblesdale Cement, Limited (of which com- 
pany we hold half of the capital), would be 
in operation by the end of the year. Unfor- 
tunately, in this particular district, there is 
such an acute shortage of labour that the 
erection was not-completed in normal time 
and the new unit therefore only commenced 
to operate in July of this year. The labour 
situation at the Ribblesdale works is so serious 
that steps have now been taken, after con- 
sultation with the trade unions, to recruit 
additional labour from abroad. 

The extension of our Pitstone works is pro- 
ceeding and we are hopeful that it will be 
completed by about December. Normally, 
we would undertake to erect the machinery 
ourselves, but as we are also troubled with a 
shortage of labour in this district, we have 
had to call in outside contractors to assist us. 

At our West Thurrock works we have 
decided to replace one of the oldest kilns 
with a new one identical with that installed 
two years ago. 

You may be interested to learn that we 
have recently commenced the manufacture 
of a new type of cement, namely, Masonry 
Cement, which is particularly suitable for 
making mertar. It has been tried out on a 
number of important contracts and everybody 


“New Zealand and I have personally visief 


-year. A short while ago that company hy 
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‘who has used it speaks highly of ;; hee 
duces a mortar that has or: abilites 
water-retentivity when p), 
strength rapidly and, when 
high adhesive strength, freedom from ¢ 
ing amd reduces efflorescence. We hug 
installed the necessary plant to manuaeys 
Masonry Cement on a fairly large scale 
With the further reconstruction of the Wer 
Thurrock works, the total increase in canais 
which your company has provided Since 
war or has in course of building amouniyy 
just over half a million tons per annum, 
iS a generous contribution on the part of yay 
company to meet the increasing demand 
the home market and, at the same time, 
maintain exports at a high level 


it workability-ag 
t but 
hard, hag ve 


OVERSEAS INTERESTS 


We are examining the possibility of 
teresting ourselves in new works overs 
and in this connection I might mention ty 
Mr J. A. Mackintosh recent!y paid a visi 


Cyprus. In both countries there is a she 
of cement and, provided new works are we 
sited, it should be possible to see a reasomabif 
return on Capital invested, in spite of the fx 
that it mow costs three times as mah 
build a cemént works as it did before the wa! 
In Egypt the Helwan Portland Cemaa 
Company, in which we hold 50 per a 
interest, has again had a record year, bohe 
regards output and deliveries. The scttl 
extension of the works has just come i 
operation, but notwithstanding thi, & 
would appear that there is still likely o% 
¢ of cement in that country. 
The new works at Alexandria, which 
built under the auspices of the Helwan ft 
land Cement Company, has likewise 
working satisfactorily. : 
In the Sudan, where we hold a substan 
interest in the Sudan Port!and Cement U 
pany, the company has suffered from 2am 
troubles, and unusually heavy rams & 
impeded the regular supply of raw mate 
and also affected deliveries of cement. 126 
fore, the results have been a little disappoiis 
ing. There is plenty of labour available, ba 
it will take*some time yet before it cal 
regarded as efficient. Unfortunately, mali 
have not been helped by the introducton # 
trade unionism in the Sudan in what I 
regard as too advanced a form. The we - 
are not yet sufficiently educated 10 appeen’ 
fully the obligations and benefits of thet 
union movement as developed at home. 
Last Lord Margesson and I pats 
visit to Esypt and the Sudan, when - a 
an opportunity to discuss problems ¥ 
managements of the respective works. til 
As you know, we have « small mT “1 
the Caribbean Cement Company, hich i 
pleased to say that the new works Wit 
being built near Kingston is 90W ©" 


National Portland Cement Come 
in the U.S.A., has again had 2 vy) og 


“repay: cent. of its preferred ® 
and, as rego some of our ore : 
been redeemed ' . The proceeds availa o 

to nearly half a million dollars Og 
with the consent of the Bank of jee 
we have temporarily invested m ¢ 
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. ond bonds, The reduction of 
ecurie’ i] make it easier for the National 
Sead ‘Cement Company to deal with 
ares of preferred dividend and, provided 
resent demand for cement is maim 
he peeTSA. I think we cam look forward 
pi eceiving regular payments from this 


if yestment 


. 19534 


BURDEN OF TAXATION 


ich the profits of your company con- 
cord, 1 feel I must call attention 
vy burden of taxation. Roughly 
SS per cent. of your company’s 
providing for depreciation, are 
mid or reserved for taxation ; 18 per cent. 
: paid in dividends to the shareholders and 
i. : are retained in the business by 


ra 
| might also add that out of the profits, 
fore taxation, approximately 16} per cent. 
manate from investments and interest ; 
4 per cent. are profits derived from sales in 
he home market and 465 per cent. from 
mport sales. Thirteen per cent. relate to 
nome from other activities. From these 


Lm. ‘ 

rt of eal ures, you will gather that our present 
mand ia mosperity is very largely derived from the 
> time, pstantial profits obtained from export sales. 





SPURLING MOTOR 
BODIES, LIMITED 


RECORD TURNOVER 


The fourteenth annual general meeting of 
purling Motor Bodies, Limited, was held 
in August 15th at Hendon. 
Mr W. F. Spurling, chairman and 
hanaging director, after explaining that they 
decided not to proceed with the further 
sue of shares, thinking it wiser to refrain 
i Comal om further immediate expansion in the face 
oer’ cll an uncertain world situation, said that the 
= ha ason for the reduction in the final dividend 
“he Tec p 17} per cent., making 30 per cent. for the 
cone ar, against 37} per cent. paid for several 
this °m ars, was that inflation and penal taxation 
te miailed a strain on their resources and called 
. br a larger amount of liquid capital, He was 
busfied that it was wise to husband their 
sources. 
Last year had been a busy one, every 
anch of the business being fully employed 
m the new depots doing particularly well. 
pemands for their body work had been 
thy, and the turnover of Marble Arch 
otor Supplies, Limited, which dealt in 
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substan 
nent 
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rains ba otor-cycles, spares amd accessories and 
w mate neral merchandise, had soared to new 
- val ights. During the year they had increased 
18a 


heir turnover by some £400,000, giving them 
grand total turnover of £2,434,382, an all- 
me record. Net assets had increased and 
eit profits improved, 

All departments remained very busy. The 
siness and profit-earning of Marble Arch 


ailable, ba 
> it Cah 
sly, male 
oduction 
hat I wo 


“he worket tor Supplies, Limited, during -the first 
98 cat riod of 1951-52, had exceeded anything 
of the t 


‘viously known, and they were anticipating 





home. tecord by way of turnover and profit 
d 1 paid refrom. Granted no major disturbances, 
nen we Be results for the present year appeared 
ns with Oe ely to show an improvement. 

orks. The report was adopted. 

| interest 4 

, aod 1m 

ks which & 


yrders and copy for the msertion of 
ompany Meeting reports aust reach 
office not later than Wednesday 
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22 Ryder Street, S.W.1 
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UNITED DOMINIONS TRUST LIMITED 


VITAL IMPORTANCE OF RISK CAPITAL 
MR J. GIBSON JARVIE ON THE DIVIDEND FREEZE 


The twenty-ninth annual general meeting 
of United Dominions Trust Limited was 
held on August 14th in London. 


Mr J. Gibson Jarvie, the chairman, in the 
course of his speech, said: In my brief state- 
ment which was circulated with the accounts, 
I referred to the proposed increase in our 
dividend, and it was not my intention to refer 
to it again today. But the amazing speech 
of the Chancellor of the Exchequer on the 
economic position delivered in the House on 
July 26th has compelled me to revise my 
views and rewrite my speech. Let me say 
right away that neither I nor the other mem- 
bers. of the board make any apology for 
recommending an increased dividend. We 
believed, and we still believe, that the pro- 
posed increase is more than justified, and if 
the Chancellor’s statement accurately fore- 
shadows the legislation which will follow, it 
would appear that our recommendation has 
been made opportunely in that it will have 
the effect of placing the company on its pre- 
war dividend basis of 174 per cent. 


The Chancellor’s statement has shocked the 
whole business community. Despite our 
company’s record year’s resulys, and the suc- 
cess which has attended so many other com- 
panies, even the dullest and most partisan 
person must recognise—if he will review the 
facts—that Great Britain today is in a most 
unenviable condition: that, in fact, we afe 
facing imminent disaster unless adequate steps 
are taken, and taken quickly, to cope with 
the situation. 


FREEZING OF DIVIDENDS 


The Chancellor of the Exchequer delivered 
his Budget speech in April, but twice since 
then he has had to come to the House and 
admit that his estimates and calculations were 
wrong: that the general position had 
worsened: and that new estimates and new 
remedies had to be found. He now proposes 
to freeze dividends !° It would almost seem 
that thrift, either by a company or an indi- 
vidual, has become a deadly sin if not yet a 
criminal offence. ' 


By freezing dividends: the New Issue 
Market will be frozen.- How does the 
Chancellor propose that trade will find new 
risk capital? If there is no risk capital 
there can be no new ventures and no new 
ventures means no progress. 


NATIONALISATION A FAILURE 


In the “bad” old days, we did get good 
coal at low prices ; we exported vast — 
tities: and there was ample labour. Today 
under nationalisation and the “ planners” we 
are woefully short of coal and the coal we 
get is of bad quality, and our exports com- 
paratively speaking are negligible. We have 
actually ° been importing coal. Under 
nationalisation gas and electricity supplies are 
more costly and less reliable. The inefficiency 
of British Transport Services—railways and 
road—has become a joke, but it is a costly 
and tragic joke. The theoretical planner has 
proved a very expensive and useless luxury. 


Serious as are the apparent consequences 
of the Chancellor’s speech on our economy, 
it has a still more serious aspect. I refer to 
the fact that the Chancellor’s statement of 
intention—to which he demands an imme- 
diate response—has no sanction in law—yet ! 
The Chancellor’s demand, if we accept Ea 
an attempt at government by Arbitrary 
n6uncement. Government by Arbitrary Pro- 


nouncement is a direct threat to constitutional 
practice and to our very freedom. It is a 
threat we cannot afford: to ignore if freedom 
and law are to persist in this country. 


It is proposed also that company profits 
must be “reduced.” “Reduced profits” is 
just one more vote-catching cry: the pre- 
tence that by making things more difficult for 
or further penalising the capitalist, the lot 
of the thriftless will be lightened. Reducing 
profits will not cut down the cost of living 
of the people. 


If ever there was a time when we needed 
profits, it is now. Governrnent spending has 
reached astzonom=ical figures ; taxation is a 
crushing ‘surden. Where is the revenue to 
come from to meet it? Capital is running 
dange,ously short. How is capital to be 
supped if not at least partly from profits ? 
There is a persistent demand for new equip- 
ment as machines wear out and new processes 
are introduced. Who and what will pay for 
it? A grave crisis is developing: yet the 
Government appear determined to punish or 
destroy every man or business fulfilling his or 
its function successfully. 


CAPITAL ISSUES COMMITTEE 


I now turn to the Capital Issues Com- 
mittee, vis-d-vis ourselves. As I informed 
you last year, we had at that time made 
an application for permission to increase our 
capital. In their wisdom the Capital Issues 
Committee refused our application. As we 
had ample funds at our disposal, we made 
no immediate further move, but towards the 
end of the financial year your board 
decided to renew the application. Again it 
was refused and again without any reason 
being given. To put it quite bluntly, the 
position is this: our application has been 
judged in our absence and a decision has 
been reached by the Capital Issues Com- 
mittee, Or some government department, 
without permitting us to answer any of the 
objections or criticisms which they may have 
had to our original application, but of which 
we had no knowledge. And we are told 
there is no appeal! We are judged and 
apparently condemned in our absence. This 
is entirely contrary to a right conception of 
British justice or equity. It is, I think, 
pertinent to bear in mind that for some 
years the company’s largest shareholder was 
the Bank of England. Our various lines of 
business today are definitely calculated to 
strengthen the country’s position, and if the 
Central Institution were justified in support- 
ing us in that earlier period of our history 
unquestionably the Government should 
approve of and encourage us now. 


We need a Government which will under- 
stand that freedom is a prime essential in 
any prosperous country, and that- therefore 
controls of all kinds must be reduced to 
the absolute minimum and_. discontinued 
entirely when conditions permit. It must 
govern for the nation as a whole and not for 
any class, and must recognise the value of 
thrifty individuals and of prosperous com- 
panies, and never seek popularity by oe. 
ing to the thriftless and shiftless. e need 
a Government which will be equally strong 
in facing the enemy at home as the enemy 
abroad reckless of party or personal conse- 
wences. Granted such a Government, I have 
‘aith in the early recovery of the country: 
in the re-establishment of its greatness and its 
influence in international affairs. 

The report was adopted. 
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OLDHAM AND SON 
LIMITED 


CONTINUED ALL-ROUND PROGRESS 
MR JOHN OLDHAM’S REVIEW 


At the thirty-second annual general meet- 
ing of Oldham and Son Limited, held on 
August 16th at the company’s head office, 
Denton, Manchester, the chairman, Mr John 
Oldham, O.B.E., J.P., said that results 
achieved during a difficult but successful 
period reflected the inereasing value and 
effectiveness of a policy continuously directed 
towards re-equipping the business and 
broadening the base of its activities. 

Net profit of the Group for the year ended 
March 31st last amounted to £265,179. In 
comparing this with the results of the pre- 
vious period, it must be borne in mind that 
the accounts then covered only ten months. 
Accordingly, the annual rate of profit com- 
parable with the above figure was £252,192. 

Demands for the company’s portable mine 
lighting equipment and electric storage 
batteries had continued to increase. On the 
production side a fine job had been done 
to offset rising costs and maintain flow of 
production in face of abnormal difficulties. 
An important programme of retooling had 
been carried out. 


INCREASED ACTIVITIES OVERSEAS 


The chairman announced that, following 
his v&it to America last year, an important 
arrangement had been concluded with the 
Dewey and Almy Chemical Company, of 
Cambridge, Mass., for them to manufacture 
under licence the new Oldham “ Fibrak ” 
battery separator. Large-scale production 
was timed to commence this autumn from a 
plant now being set up near Boston, and the 
separator would be distributed by Dewey 
and Aimy throughout America and Canada 
under the trade name of “ Darak.” 

The overseas manufacturing companies 
were playing an important part in relation to 
the firm’s general production programme. 
Oldham and Son Africa Limited, in which 
the company had a 50 per cent. interest, had 
made substantial progress in its second year 
of operation. The completion ef a new 
battery plant would provide additional poten- 
tial for this firm to manufacture and service 
electric storage batteries, which would con- 
siderably extend its sales and production 
capacity. 

The French subsidiary, Société Francaise 
des Procédés, Oldham, could be said to be 
well on its feet. Since the end of the financial 
year, Sir Charles Henderson, K.B.E., who 
had a wide knowledge and experience of 
French industry, had been appointed as 
chairman. 

In India, after unavoidable difficulties and 
delays, manufacture of storage batteries had 
commenced, and in the days to come Oldham 
and Son (India), Limited, should give a good 
account of itself. 

Concluding, the chairman said that the 
future was dominated by the demand and 
priority for more production against a back- 
ground of ‘scarcity of both materials and 
labour. All the qualities for which British 
technicians were renowned would be taxed 
to the full to find a solution to this problem. 
He felt this. was no bad thing, however, as, 
by centring and stimulating the search for 
new and alternative materials and methods, 
higher standards of efficiency and new tech- 
nigues would be developed. 

The continued expansion of the company’s 
business, and the essential nature of its pro- 
ducts, provided the best evidence on which 
shareholders could rely that in the period 
ahead it would be fully and profitably 
employed. 

The report and accounts were adopted, and 
a final dividend of 15 per cent. was approved, 
making a total of 30 per cent. for the year. 


AMALGAMATED 


ANTHRACITE COLLIERIES, 


LIMITED 
WIDESPREAD ACTIVITIES 


The twenty-seventh annual general meet- 
ing of Amalgamated Anthracite Collieries, 
Limited, was held on August 15th in 
London, Mr John Waddell (the chairman) 
presiding. 

The following are extracts from his circu- 
lated statement :— 

Since last year there appears to have been 
practically no change with regard to clearing 
up the position of the collieries which vested 
at January 1, 1947—now nearly five years 
ago. A great deal has happened, however, 
during the year arising from the setting up 
of a body in South Wales to try and speed 
up the division of the modest global sum 
allocated to that district. Without some 
speeding up it may well be another five, or 
even more, years before we shall know 
where we are. 


TRADING DEVELOPMENTS 


I feel you would like to hear some of the 
details of the major affairs of the trading 
group in order that you will appreciate the 
widespread nature of these activities which is 
the greatest security for stable results in the 
future. Dealing with the past, we shave 
received the sum of £180,000 as compensa- 
tion for completely closing down our business 
as colliery sales agents. Dealing with the 
future, we have been steadily consolidating 
and bringing up to the maximum pitch of 
efficiency our other retail and wholesale coal 
distributing businesses. ‘We have expénded 
substantially our number of registrations 
which now reach nearly 300,000, and these 
companies are showing steady and improving 
results. 

The Concordia Company’s results for 1950 
were substantially better than for the previous 
year, and those for 1951 are showing a further 
good improvement. Copigraph Limited, 
manufacturing carbon paper, etc., at the 
Treforest Trading Estate near Cardiff, has 
been able to double its factory and has greatly 
expanded its output and profits during 1951. 
Some of our older activities in wagon repair- 
ing and brick manufacturing are proceeding 
steadily. 

We were able to acquire a half interest in 
United Kingdom Chemicals Limited, and 
United Carbon Black, Limited, who are 
directing and operating a new factory for 
making carbon black at Port Tennant, 
Swansea. This project-is of a very substantial 
nature and will ultimately involve an invest- 
ment between £300,000 and £400,000, repre- 
senting our half share. 


A VALUABLE ASSET 


In the British Anthracite group you have 
a very valuable asset. The company is 
stronger than ever and on a much better 
foundation. We are no longer dependent on 
any one particular line of trade, but have a 
business widely based on our traditional 
knowledge of coal and transport, on certain 
of our old original manufacturing activities 
which have been modernised and expanded, 
on a compact field of sound industrial units 
and now with a substantial stake in a basic 
branch of the chemical engineering industry 
which is also a substantial dollar saver. 

I would rather not make any prognostica- 
tions about dividends but the funding 
certificates are getting mearer and nearer to 
complete redemption and, when available, the 
amount devoted to this purpose would im- 
mediately be beneficial; added to this the 
general outlook of the company should have 
a very material effect on the prospects of both 
preference and ordinary stockholders. > 

The report was adopted. 


® 


‘ment by the chairman and 










































































THE ECONOMIST, August 1g 195] 
» 195] 


RICHARD THOMA 
BALDWins “ND 


RECORD RESULTS 


MR E. H. LEVER ON RAW 
PROBLEMS ATER 
The annual general meeting of R 
Thomas & ‘Baldwins Limited y; 
on September 6th at 47, Park 
W.1. 
The following is an extract 


Of Richard 
1 Will be helj 
>treet, Londen 


from the State. 


Managing di 

Mr E. H. Lever, which has bane 
with the report and accounts: Bi 

We are again greatly indebted to 
management, staff and workpeople fo, thei 
excellent work during the vear. result 
as it did, in the best results the company he 
ever shown. 

The balance of the trading 
shows an increase of £1,288,882: th 
includes extraneous profits which increas 
by £420,565. The other main factors Oe 
tributing to the good results were good oy. 
puts and good markets. As already mep 
tioned, the results constitute a recon 
Taxation, however, took a heavier toll ing 
year in which expenditure on development 
was also heavy. Nevertheless, the financij 
position of the group remains strong, 

While the results were highly satisfactory 
the year was a very difficult one. It opened 
with some decline in demand, but a strom 
sellers’ market quickly developed dif to wy 
in the East and to the announcement of tl 
rearmament programme. Coincident with 
increased demand came acute shortages 
raw materials, although these did not afet 
Our production to any material extent prior 
to March 31st last. These shortages bare, 
however, persisted since that date, and your 
group, in common with others in the ® 
dustry, have found it necessary to cow 
works. In our West Wales Section, Bm- 
gwyn Steelworks and Landore Steelworks 
have already been closed and Whitford 
Sheetworks is about to close 


accounts 
18 figure 


IMPROVEMENTS AND MAINTENANCE 


Very good progress has been made wit 
our schemes of modernisation and some o 
our new operating units came into produt 
tion during the past year. Our expenditur 
on capital account during the year amo 
to over £3,000,000. All operating wots 
have been maintained in good order. 

Considerable progress has been made ® 
the development programme of The Stee 
Company of Wales Limited. The slabbiig 
mill started to operate in December, 19%, 
the hot strip mill last month, and itis 
that the sheet cold reduction mill will sar 
up in August next. The trading results ( 
The Steel Company of Wales were ai 
satisfactory. 

With regard to the valuation of of 
collieries and ancillary undertakings 
the Coal Industry Nationalisation Act, | 
progress continues to be slow. We = ee 
appointed that negotiations to bring 4 
early settlement by agreement ? 
owners in each district have not “4° 5 pe 
headway that had been hoped. * 
seems that in most districts recourse 
have to be had to the slower procedure 
the above-mentioned act. 3 

In the vital fields of research a0 : 
tion your board and management ee 
the ‘position constantly parva es 
Existing practices and methods a 
closely studied and changes have a 
from time to time when they were ™ 
justified and necessary. ‘ 

In these and in the allied field cob © 
ment-men relationships, I am rer it 
the company has a record of whic 
‘well be proud. ‘ 
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HITEHALL ELECTRIC 
WEST MENTS LIMITED 


» pe is a summary of the re of 
directors ( : tne year ended Secanther 33, 
ve yehich was submitted at the twenty- 
anual general meeting held at Win- 
er House, London, B.C2, on August 


he folio 


rh -onso| dated gross income amounts to 


aluat:on of the assets, exchading the 
nrerm um on U.S, investments, 1s-as 


ence stock of American & Foreign 
1.101.100, 


6 preie 
a f, r. 
ulate ; 
. es~ments at ‘market prices, 
9 ty §24.353 
r they nvestments, £664,505. 
ulti, edeed investments and net floating 
ny ba 867,313. Total £5,167,271. 
: minority interests, £223,950, 
COUNTS > : 
flows ng attributable to the company, excluding 
creased » valuation of Athens £4,943,321. 
rS CO. The trend of earnings of American and 
xd Out. vegn Power has continued upwards and 
) Meh. outlook is for continued improvement in 


exchange situation and corresponding 
reases in the remittances of imterest and 
dends further capital reorganisation 
bn was filed with the Securities Exchange 
mmission in January of this year. 

Jn Athens the electricity Company brought 
itional generating plant into commission 
rine 1950 and sales increased from 
000.000 kWh to 451,000,000 kWh, but 


record, 
ll ina 
opment 
nancial 
, 


a tory, 
opened 
strong 


to Wat 


of the transport company experienced a further 
twill uction in the number of its passengers, 
yr ying to intensified competition by individual 
L auect 


bs operators. The revenues of both com- 
nies have benefited from adjustments in 
i¢ rates but in the absence of exchange re- 
Birances the improved results in local ocur- 
cy have not led to any return upon the 
vestment. The further extension of the 
ectricity undertaking to meet the constantly 
avier requirements for electricity supply, 
Hs for the provision of large ‘ amounts 

These are being sought in 


it prior 
$ have, 
id your 
the i 
> close 
. Bm 
elworks 
/hitford 
new capital 
ordance with the recognised procedure 
bm the proceeds of aid under the control of 





a Economic Co-operation Administration. 
je with The annual general meeting at which the 
ome of port and accounts were adopted and the 
produc mng directors re-elected was followed by 
nditure eimgs in connection with the proposed 
rounted heme of arrangement for the partial repay- 
works of capital. At these meetings the scheme 
arrangement was approved and special re- 
nade ia buions ~passed in connection with the 
e ction of capital. 
slabbing 
r, 1950, 
s hoped 
= THE RHODESIA 
: DEVELOPMENT 
«efi COMPANY, LIMITED 
ue ANNUAL GENERAL MEETING 
bout af The mnial : 
ne annual general meeting of The 
— sdesia Broken’ Hill Deve! Com- 
a itwe, Narthern Rhodesia, Mr H. F. 
re undet a a director of the company, 
ing 
ela ) ee the chairman was cir- 
ae ot th the directors’ report and 
review , the year ended December 31, 
ve beet >“, and published in the press. 
a . the meeting Mr H. PF, 
gamit : the i 
3 oe following tary 
manage This is th : ‘ 
ay ‘be first annual general’ 
-" a ch has been held since the removal of 





trol) of your company to Northern 
Rhodesia, In the siaanuias by the chairman 
which accompanied the annual report and 
accounts reasons were given for this change. 
1 would like to add to what was said then 
about the transfer of control to Northern 
Rhodesia of this and other important com- 
panies operating in this territory that in our 
opinion the change is of importance in a 
wider sense than merely facilitating the 
administration of the company or in the 
lightening of its tax burden. 


Rhodesia has advanced a very long way 
both economically and in national conscicus- 
ness since these companies were incorporated 
and we believe that the time is passing if it 
has not already passed when the major indus- 
tries can properly be controlled from outside 
the country and we hope and believe on the 
analogy of what has happened in the Union 
of South Africa and elsewhere that an in- 
creasing part of the share capital of these 
muning companies will come to be held in 
Rhodesia itself so that the mining industry 
which is already the mainstay of the economy 
of this territory will become in every respect 
a national industry. 


It seems to us to be of special importance 
in view of the proposals that have been put 
forward for closer association between 
Northern and Southern Rhodesia and 
Nyasaland. It would obviously be out of 
place for me to express any opinion on the 
particular proposals which have been made 
but I think I can say that any scheme for 
closer association generally accepted in the 
territories concerned will be welcomed by 
and will receive the full support of the 
mining industry. 

The report and accounts were adopted. 


The payment of the dividend was approved 
and the retiring directors were re-elected. 





NCHANGA 
CONSOLIDATED COPPER 
MINES LIMITED 


ANNUAL GENERAL MEETING 


The annual general meeting of Nchanga 
Consolidated Copper Mines Limited was 
held on August 8, 1951, at Kitwe, Northern 
Rhodesia, Mr H. F. Oppenheimer, a director 
of the company, presiding. 


The statement by the chairman was cir- 
culated with the directors’ report and 
accounts for the year ended March 31, 1951, 
and published in the press. 


At the meeting, Mr H. F. Oppenhéimer 
added the following supplementary remarks : 


This is the first annual general meeting 
which has been held since the removal of 
control of your company to Northern 
Rhodesia. In the statement by the chair- 
man, which accompanied the annual report 
and accounts, reasons were given for this 
change. I would like to. add to what 
was said then about the transfer of control 
to Northern Rhodesia of this and other im- 
portant companies operating in this terri- 
tory, that in our opinion the change is of 
importance in a wider sense than merely 
facilitating the administration of the company 
or in the lightening of its tax burden. 


Rhodesia has advanced a very long way 
both economically and in national con- 
Segneualhy auch we baloee thax sis: sexi 

we believe that the time is 
passing, if it has not already passed, when the 
major industries can properly be controlled 
from outside the country and we hope and 
believe, on the of what has happened 
in the Union of South Africa and elsewhere, 


companies 
in Rhodesia itself so ; 
dustry, which is already the mainstay of the 
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economy of this territory, will become in 
every respect a national industry. 

_ It seems to us to be of special importance 
in view of the proposals that have been put 
forward for closer association between 
Northern and Southern Rhodesia and 
Nyasaland. It would obviously be out of 
place for me to express any opinion on the 
particular proposals which have been made, 
but I think I can say that any scheme for 
closer association generally accepted in the 
territories concerned will be welcomed by 
and will receive the full support of the 
mining industry. 


The report and accounts were adopted. 


The payment of the dividend was approved 
and the retiring directors were re-elected. 
In addition Mr H. Rissik was appointed a 
director of the company. 


A. LEWIS AND COMPANY 
(Westminster) LIMITED 


MULTIPLE TOBACCONISTS 





The twenty-second annual general meet- 
ing of the Company is to be held on August 
30th and the following are extracts from the 
chairman’s statement circulated with the 
accounts for the year ended March 31, 1951. 


The consolidated trading profit amounts 
to £225,445, which is £29,000 less than the 
previous year. The main reason for the fall 
is the increased cost of wages. After pro- 
viding £102,781 for taxation the net profit is 
£77,045, a decline of about £18,000. The 
directors. are recommending a final dividend 
of 30 per cent., making a total of 45 per 
cent. on the £250,000 of ordinary capital. 


Since April, 1950, we have added twenty 
branches, of which nine were established 
businesses and eleven new ventures ; and we 
also completely refitted and modernised nine 
of our older branches. 


While I have remarked that the decline 
in profit was mainly due to the increased 
cost of wages, I must point out that costs of 
all sorts have been continually increasing 
for some years past, and that we were able 
to take them in our stride because our turn- 
over was increasing also. This year, how- 
ever, we noticed a slight tendency for the 
consumption of tobacco to fall. This did not 
surprise us, as the continual rise in the 
cost of living means that people have 
got to cut down somewhere; but it did 
surprise us when the Government sought 
to push the blame for the increased 
cost of living on to the unfortunate shop- 
keeper and threatened legislation against price 
maintenance. It may also surprise you, as 
owners of this Company, to know just how 
little you really get out of it all. (In the 
full statement figures are given showing that 
a 3s. 6d. packet of cigarettes costs us 3s. 2d., 
of which 2s. 9}d. is duty, leaving after all 
charges, a net profit of 4d., and tobacco at 
4s. per ounce costs us 3s, 9d., of which 3s. 6d. 
is duty, making a loss of $d.) How any legis- 
lation against price maintenance could reduce 
the price of pipe tobacco it is difficult to see ; 
but it is said that a smoker should be able to 
change his tobacconist and find one who 
will take less than 4d. out of 20 cigarettes. It 
could surely be simpler to change the Govern- 
ment and get one which will take less than 
2s. 94d. 


The rate of Tobacco Duty hokds the whole 
clue to the future of your Company. It was 
9s. 6d. per Ib. im 1939, and today it is 
58s. 2d. The public has stood for it so far, 
and we have been able to build up a suc- 
cessful business. Since the duty provides 
ever £600 million a year to the State, we 
can only assume that no Government will 
defy the law of diminishing returns by main- 
taining the duty too high for too long. 
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Foreign Traders 


will find The Royal Bank of Canada a useful ally in 
developing trade with Canada, the West Indies, Central 
and South America. Correspondents the world over. 


London Offices— 
6 Lothbury, E.C.2. 
2-4 Cockspur St., S.W.1. 


THE ROYAL BANK 
OF CANADA) over 250. rancher 


Canada, the West Indies. 
Head Office, Montreal. Sestrel and 
Offices in New York and Paris 






B. Strath, Mgr. 
R. B. Murray. Mgr. 


South Americo 


Incorporated in Canada in 1869 with Limited Liabilit 
























ASSURANCE COMPANY LIMITED 
CHIEF OFFICE 
OXFORD STREET MANCHESTER | 


THE REFUGE 
WILL SAFEGUARD THE FUTURE 











NATIONAL BANK OF INDIA LIMITED 


Notice is hereby given that the Transfer Books of the Bank will 
be closed from August 22nd to September 4th, both days inclusive. 


By Order of the Board, 
N. W. Chisholm, 
Deputy General Manager. 
26, Bishopsgate, London, E.C.2. “August 14, 1951, 


BRADFORD EDUCATION COMMITTEE 
TECHNICAL COLLEGE, BRADFORD 


Applisations are invited for.appointment as Lecturer in the Depart- 
The Lecturer should have 
qualifications in Economics (including Government). Ability to offer 


ment. of Beonomics in the College. 


Law as ° subsidiary subject will be an advantage. 
The salary will range from £900 to £1,000 per annum. 


Further particulars of the appointment and forms of application 
may be obtained from the Director of Education, Town Hall, Brad- 
ford, and completed forms should be returned to the Principal of the 


College as soon as possible, 
A. SPALDING, Director of Education, 


XECUTIVE POST: SCIENCE GRADUATE. A large and we 





and sicknes; benefits. 


Graduates with Ist or 2nd class honours between the ages of 22 
and 28 are invited to write in confidence giving full details of educa- 


tion and career to date, to Box 720, 





A large and well- 

known food manufacturing company in the Greater London area 
requires a graduate in chemistry to train for an important executive 
position in its production division. While technical qualifications for 
the post are essential, the company is looking equally for a man who 
has, or can develop, administrative ability. An intensive and well- 
planned course of training (6-9 months) will be given to the successful 
candidate te equip him for management responsibilities. From then 
on the opportunities for promotion are excellent. The appointment 
carries a starting salary of from £500 to £750 per annum according to 
qualification, together with non-contributory pension, life assurance 





we is sd easy to enjoy; see if you have a natural palate; enter 
the Wine-Tasting Competition. First prize, a week among the 

e whatever. Closing date for ist Round is August 
ay!—Apply The Friends of Wine, 1, Vintners Place, 


vines, Na 
30th! Don’t 
London, E.C.4. 





strative experience, accustomed 
Japanese, ‘ks worth-while post 
talents to good use. Box 727, 


responsibility, fluent 


XFORD gvaduate (law), diploma in economics with statistics, 
qualifying the Bar in September, 26, ex-officer, sound eres 
ench, 

October where he can put his 





MURRAY-WATSON 


LIMITED 


Advertising & Marketing 


Home and Overseas 


58 BROOK STREET, LONDON, W.1. GROSVENOR 3508-9 
DUDLEY, WORCESTERSHIRE. DUDLEY 3162 









THE BCONOMIS?. Auguy 1 J 
































































(L BANK OF : 
senator OT, 


Head Office: 
EDINBURGH 


ESTO. 


Branches throughoy 
SCOTLAND 
1825 


LONDON OFFICES: 37, Nicholas Lane, E.C.4; ang 
18/20, Regent Street, Piccadilly Circus, W.1. 





Every description of Banking Service undertake; 


i 


B.W. BLYDENSTEIN & co 


Established 1858 

















BANKERS 





We specialise in all financial transactions wik 


The Netherlands 
54, 55 & 56, Threadneedle Street, London, £02 


CAMBRIDGE UNIVERSITY SCHOOL OF AGRICULTUR 


Applications are invited for three posts in the Provincial agh 
cultural Economics Service. Starting salary £400-£500 according 





ualifications and experience. Applicants should possess & good 
egree in Ecenomics and/or ulture and if appointed will ® 
requireé to take part in inv gational work in farm manageme 


and enterprise costing.—Applications, in writing, to the Secretar 
School of Agriculture, Cambridge, with names of two referees, mt 
later than August 20, 1951. 





Cee Leading Firm of Chartered Accountants invite apple 
/ tions from young, single, qualified Accountants for appointme 
for an initial period of three and a half yeans with a view to renew) 
if suitable. irst-class passage and 6 months’ leave on full pya 
conclusion of period, Interview in London by appointment,—Pleag! 
write giving full particulars to Box “ B.N.,"’ c/o J. W. Vickers af 
Company Limited, 7/8, Great Winchester Street, London, B,C) 
J ky Board of the School of Planning and Research for Region 
Development invites applications for the post of Principal, Tk 
applicants should be conversant with the principles of practice @ 
Town, and Country Planning and be familiar with recent trends 
planning education. Qualifications in the economic and socislogia 
fields will be. considered e lly with ‘technique and design & 
should have a broad and cons ve outlook and be able to undertale! 
original investigations. He will be expected to undertae 
work in his particular subject outside his academic duties, Furthe 
articulars may be obtained from the Secretary, School of Planning 
4, Gordon Square, London,-W.C.1 Closing date for application 
September 30, 1951. 


U aeevan (21), good education, including two years’ universily, 
knowledge of economics, etc., seeks position with indi 
trial or commercial concern, preferably one having branches abroal 
where transfer might eventually be possible.—Apply, Box 71. 





— 








CCOUNTANT, acting also @s confidential private secrlit, 
required Nassau, Bahamas. Salary £1,750 with free f 
accommodation. 3-yr, contract. renewable, Good accounting and 
pina ny: 8 Age about 36/40, Interview London. Write very 
o 4 





nel 


Eee away into the brown seldom brings down 4 bird, and) 
hit-or-miss advertising similarly wastes ammunition. 5 
advertising concentrates its fire on a well-chosen target. rt 
Samson Clark & Co., Ltd., 57-61, Mortimer Street, London, 
MUSeum 5050, ie 


TALY. Scotsman, aged 35, six years’ business «xperience in Waly 

‘with efficient command of lan: at present holding 4 . 
position with British organization . seeks = a 
accept managerial position with a British firm aire: oan 
or about to establish itself, in Italy. Excellent oreo 
supplied both in U.K, and in Italy and advertiser Cr ase welt 
London Aug./Sept. to discuss concrete ‘proposition. Ple 
Box 728. : ae 

CONOMICS. - Twelve-lecture course planned to, explain 1 
: princi sed Of, scoposste roreyaag e Evenings nee B. * _ 
ember ee nea, rol now or 4s 
information._SCHOOL OF ECONOMIC SCIENCE, 11, Suffolk Stree 
$.W.1. Telephone: Trafalgar 6415. ie 


ANAGING DIR e Public School, Cambridge 
M sity (Honours eee ine’, availabk shortly, ee 
ful record backed by t experience in all aspects o 
and business administration,—Box 722. a 





nena 




















+ nr man aged 51. jenced adminis rative, executit 
organiser. University Hons. knowledge acco mr 
: rit , fmance 5 ith at hor 






eostings, statistics, ex 
e 


| abroad, seeks change U.K. or overseas, Write Box 7. _—— 





at 22, Ryder Street, St. James’s, London, S 


in Great Britain by St. Crsments Press, Lrp., Portugal St., Kingsway, London, W.C.2. Tue Economist Newsrarts, 1 
Wa Brosdwey, New Yorks. 6-Soturday 
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U.S, Representative: _. S. Farley, 111, 












August 18, 





